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NOTICE OF FILING 
 
 

 Notice is given to all parties that the following materials have been filed into the 

record of this proceeding: 

- The digital video recording of the evidentiary hearing 
conducted on August 7, 2018 in this proceeding; 
 
- Certification of the accuracy and correctness of the digital 
video recording; 
 
- All exhibits introduced at the evidentiary hearing 
conducted on August 7, 2018 in this proceeding; 
 
- A written log listing, inter alia, the date and time of where 
each witness’ testimony begins and ends on the digital video 
recording of the evidentiary hearing conducted on August 7, 
2018. 
  

A copy of this Notice, the certification of the digital video record, hearing log, and 

exhibits have been electronically served upon all persons listed at the end of this Notice. 
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https://psc.ky.gov/av_broadcast/2018-00017/2018-00017_07Aug18_Inter.asx. 
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In the Matter of: 

APPLICATION OF MARTIN COUNTY WATER 
DISTRICT FOR AN ALTERNATIVE RATE 
ADJUSTMENT 

CERTIFICATION 

I, Angela Fields, hereby certify that: 

CASE NO. 
2018-00017 

1 . The attached DVD contains a digital recording of the Hearing conducted in 

the above-styled proceeding on August 7, 2018. Hearing Log, Exhibit List and Witness 

List are included with the recording on August 7, 2018. 

2. I am responsible for the preparation of the digital recording; 

3. The digital recording accurately and correctly depicts the Hearing of 

August 7, 2018. 

4. The Hearing Log attached to this Certificate accurately and correctly states 

the events that occurred at the Hearing of August 7, 2018 and the time at which each 

occurred. 

Signed this 8th day of August, 2018. 

tep nie Schweighardt, Notary 
State at Large 
Commission Expires: January 14, 2019 
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Session Report - Detail 2018-00017  07AUG2018

Martin Co. Water District 

Date: Type: Location: Department:
8/7/2018 Alternative Rate 

Adjustment
Hearing Room 1 Hearing Room 1 (HR 1)

Judge: Bob Cicero; Talina Mathews; Michael Schmitt
Witness: Jason  Green; Jimmy Kerr; Nina  McCoy; Ariel  Miller; Greg  Scott; Linda Sumpter; Alan Vilines
Clerk: Angela Fields

Event Time Log Event
8:35:29 AM Session Started
8:35:33 AM Session Paused
9:01:39 AM Session Resumed
9:01:54 AM Chairman Schmitt

     Note: Fields, Angela Preliminary comments - Summary of the case.  
9:07:29 AM Atty Cumbo - MCWD 

     Note: Fields, Angela brought witnesses...
9:08:00 AM Atty Cromer - MCCC

     Note: Fields, Angela Has the same witnesses as MCWD
9:08:34 AM Atty Koenig - PSC

     Note: Fields, Angela Introduction of PSC staff.  
9:08:54 AM Chairman Schmitt

     Note: Fields, Angela Want to call Ms. McCoy
9:09:08 AM Chairman Schmitt

     Note: Fields, Angela Notice in the paper.  Proper notice was given.  Any member of th 
public present who wants to give a statement? 

9:09:44 AM Chairman Schmitt
     Note: Fields, Angela No public Comments

9:10:08 AM Atty Gardner - MCCC
     Note: Fields, Angela Adding exhibts that is not in the record - Depreciation Practices

9:11:42 AM Atty Cumbo 
     Note: Fields, Angela Clarification.  Cover current operating status?  Calls Alan Vilines to 

the stand.
9:12:23 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela Introduce yourself to the Commission.  
9:13:45 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela How you become aquainted with the MCWD?  
9:14:10 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela Did you prepare a rate study? 
9:14:23 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela Did you have an opportunity to review the staff report?  
9:14:49 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela Response to Staff Report, page 2.  Retirement expense adjustment. 
Explain your position on that issue.    

9:16:48 AM Atty Cumbo - direct of Vilines
     Note: Fields, Angela That is a fixed expense established by the state, so it will probably 

not go down?  
9:20:08 AM Atty Cumbo - direct of Vilines

     Note: Fields, Angela Of the $63 thousand, is that assuming the General Manager will 
receive a comparable salary to that received by a business 
manager?   
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9:20:36 AM Atty Cumbo - direct of Vilines
     Note: Fields, Angela Water loss expenses?

9:23:56 AM Atty Cumbo - direct of Vilines
     Note: Fields, Angela Last exception computation of the  increase?  

9:26:07 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Who did you work with on your responses to the staff report?   

9:27:01 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela In general, how many ARF applications have you prepared?  

9:27:19 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Did you review the response before it was filed?  

9:27:39 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela You agree with everything in the report? 

9:28:00 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Did you review the water loss reports filed by the district? 

9:28:19 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela You believe it should be split down the middle in order to get more 

revenue for the district?
9:28:44 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Aware of the issue of how water loss is being computed?  
9:29:09 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Aware that current treasurer has expressed concerns regarding 
abuses of overtime?

9:31:05 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Existing staff.  What is the staff size now compared to 2016?  

9:31:33 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela General Manager.  You are saying in your report that position has 

been filled so commission should include those additional expenses? 
9:33:09 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Wouldn't it be better to ask the district to file a new rate case using 
info from 2018 as a test year and file in 2019?

9:34:51 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Are you aware of serveral changes since new management?

9:35:13 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela General Manager Postion.  You indicated that they narrowed that 

down.  Six months after you filed, you are still stating that money is 
unknown and unmeasurable?  

9:36:18 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Is Mr. Scott one of the finalist for the General Manager position? 

9:36:56 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Rental real estate and purchase for property number in the report.  

Source for those numbers come from Ms. Sumpter?  
9:38:41 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Retirmeent expense.  You are in agreement with the staff report 
with the exception of 4% adjustment?

9:39:02 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Bad debt expense of $67 thousand.  Did that come from the annual 

report?  
9:39:30 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Bad debt written off during the test year.  You would have to ask 
Ms. Sumpter how that was determined in 2016?  

9:40:03 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Handing out document.  MCCC Exhibit 1.  Depreciation Practices.  

9:40:39 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Refer to pg 11.  Schedule of depreciation.
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9:41:21 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela You worked off annual report.  Did that rely on the NARUC 

schedule?  
9:41:51 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Did the annual report have one number or a whole schedule?  
9:42:42 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Have you presented to the Commission a specific listing of the 
adjustments you made?

9:43:13 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela On how many items did you seek adjustments to?

9:44:14 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Did you remove any items outside of the range?

9:44:30 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Did you make any adjustments to the net salvage value?  

9:44:47 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela A reason why you didn't do that?

9:46:11 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela On pg 2 of the chart.  Net Salvage expense.  

9:48:15 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Working capital debt service coverage.  Additional Working Capital 

on pg 14.  Did that number come you?  
9:49:11 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela If that number does not come up to exactly to that number then it is 
a typo?  

9:49:44 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Does that include the lease payments on the KACO lease?

9:50:12 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela Annual principle and interest payments.  Does is show where that 

$209,998 figure comes from?  
9:50:56 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Those lease payments are included in the principle indebtedness?
9:52:00 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Wholesale sales revenue.  Run throught that again in your report.  
9:52:50 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Your response to the staff report does not have the amount of  
expenses that you deducted as well.  Can you show that to me?  

9:54:50 AM Atty Gardner- cross of Vilines
     Note: Fields, Angela The deducting expenses was not included in the text of the 

response?
9:56:03 AM Atty Gardner- cross of Vilines

     Note: Fields, Angela Expense categories, other, misc., etc.  Those categories came from 
the annual report that was prepared by Ms. Sumpter?  

9:56:48 AM Atty Koenig - cross Vilines
     Note: Fields, Angela ARFApplication.  Do you know of any known and measurable 

changes since the filing of the report?  
9:57:39 AM Atty Koenig - cross Vilines

     Note: Fields, Angela Do you know of any expenses from an intake system? 
9:57:55 AM Atty Koenig - cross Vilines

     Note: Fields, Angela Have you seen any invoices?
9:58:12 AM Atty Koenig - cross Vilines

     Note: Fields, Angela As a PHDR can you supply the wage rate and salary for that 
position?  

9:58:36 AM Atty Koenig - cross Vilines
     Note: Fields, Angela Position for General Manager.  It is not a known and measurabe 

amount yet? 
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9:59:50 AM Atty Koenig - cross Vilines
     Note: Fields, Angela Have you ever dealt with another water district with similar issues as 

Martin Co.?  
10:00:11 AM VC Cicero 

     Note: Fields, Angela What role do you currently play for MCDW?
10:00:45 AM VC Cicero 

     Note: Fields, Angela You have an engineering background but not a finance background? 
 

10:01:21 AM VC Cicero 
     Note: Fields, Angela Who assisted when you filed out the ARF? 

10:02:27 AM VC Cicero 
     Note: Fields, Angela It would be good if the MCDW would take some steps resolve that 

issue with the GM.  
10:03:46 AM VC Cicero 

     Note: Fields, Angela Overtime reference related to reparing line causing high water loss.  
Agree cold weather that impacted that expense?

10:04:52 AM VC Cicero 
     Note: Fields, Angela Bad debt of $67 thousand.  Is that a representative year? 

10:05:48 AM VC Cicero 
     Note: Fields, Angela Putting in base rates you will put in an increase that will never go 

away?  
10:06:07 AM VC Cicero 

     Note: Fields, Angela Should the commission reward poor management?  
10:06:51 AM Chairman Schmitt 

     Note: Fields, Angela Present status was exraordinary.  You were asked if you had any 
knowledge of other water district with similar issues.  What is your 
opinion on how Martin Co. got in this position?  

10:07:51 AM Chairman Schmitt
     Note: Fields, Angela Do you know when they last asked for a rate increase?  Is that good 

practice in your opinion?
10:08:21 AM Chairman Schmitt

     Note: Fields, Angela In 1998, 1999, 2000, and 2001 Martin was before the PSC with the 
same problems.  A management audit was performed that gave 
recommendation for the district take to achieve financial viability?  

10:09:33 AM Chairman Schmitt
     Note: Fields, Angela Interim rate increase of 17.5%.  Have you reviewed the operations 

of the district and the revenue and expenses between the date of 
the increase and the present time?  

10:10:25 AM Chairman Schmitt
     Note: Fields, Angela Why is the increase not adequate in your opinion?  

10:11:15 AM Chairman Schmitt
     Note: Fields, Angela How much in terms of total dollars on what you come back with on 

a response are we talking about?  
10:12:10 AM Chairman Schmitt

     Note: Fields, Angela Per meter surcharge.  What was the meter surcharge for?  
10:12:35 AM Chairman Schmitt

     Note: Fields, Angela With your increase of 35%, would district be able to pay off 
indebtiness?  

10:13:13 AM Chairman Schmitt
     Note: Fields, Angela Aware the Commission granted the interim increase, MCWD 

accounts payable debt has increased?  
10:14:03 AM Chairman Schmitt

     Note: Fields, Angela Would it be better for rate payers if the MCDW would put the service 
up for sale?  
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10:14:38 AM Chairman Schmitt
     Note: Fields, Angela Did you manage Warren Co distict for a number of years?  

10:15:21 AM Chairman Schmitt
     Note: Fields, Angela Aware that Martin Co. population is declining?

10:15:52 AM Chairman Schmitt
     Note: Fields, Angela If increase you recommended is granted, how long would the 

increase satisfy the district before the next rate increase?  
10:17:19 AM Chairman Schmitt

     Note: Fields, Angela Many rural water district delay a rate increase.  When the 
commission recomends a rate increase over what was requested, 
almost 98% of the time districts refuse to take the extra increase in 
rates recommended by staff.  

10:19:33 AM Chairman Schmitt
     Note: Fields, Angela Agree that management's duty is to the district and keeping it able 

to provide for its ratepayers.  
10:19:59 AM Chairman Schmitt

     Note: Fields, Angela Martin Co. is going to be the recipient of one or two grants, correct? 
10:20:22 AM Chairman Schmitt

     Note: Fields, Angela Familiar if those funds are limited on what the money can be used 
for? Are they restricted?  

10:21:33 AM Chairman Schmitt
     Note: Fields, Angela Grants isn't enough to fix all the problems MCWD has? 

10:22:23 AM Chairman Schmitt
     Note: Fields, Angela Can't sell 28% of water produced and survive?  

10:23:40 AM Chairman Schmitt
     Note: Fields, Angela What is the purpose of the rate increase that you are advocating?  

10:25:14 AM Chairman Schmitt
     Note: Fields, Angela The rate increase is to fix the system and provide good water in the 

future?
10:27:11 AM VC Cicero

     Note: Fields, Angela Attempt to develop a priority list of projects to make the 
improvements?  

10:28:10 AM VC Cicero
     Note: Fields, Angela The original list was about plant improvement the repairing the 

water lines?   
10:29:03 AM Session Paused
10:44:10 AM Session Resumed
10:44:15 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela State your for the record.  How do you feel about things today?
10:45:20 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Talk about positives.  Advise the PSC of changes the board has 
implemented since the last hearing.

10:49:34 AM Atty Cumbo - direct Kerr
     Note: Fields, Angela Advise the PSC of the extraordinary circumstances since last 

hearing.
10:51:59 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Negotiations with Prestonsburg utilities?
10:55:45 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Presonsburg not intested in leasing or purchasing the tank?  
10:56:00 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela What is the status of the grants?  
10:57:27 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Timeline is 30 days for the request for proposal?
10:57:57 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Cash flow position?  
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10:58:31 AM Atty Cumbo - direct Kerr
     Note: Fields, Angela Can the district survive with the rate increase proposed by the staff? 

 
11:11:26 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Taking politics out of running the water district.
11:11:59 AM Atty Cumbo - direct Kerr

     Note: Fields, Angela Discussion with Judge Callihan.  
11:13:32 AM Atty Gardner 

     Note: Fields, Angela Moved to introduce MCCC Exh. 1. 
11:14:02 AM Atty Cromer - cross Kerr

     Note: Fields, Angela Overtime.  The crews will provide coverage without overtime?  
11:15:12 AM Atty Cromer - cross Kerr

     Note: Fields, Angela Is the board concerned with the overtime hours?  
11:15:45 AM Atty Cromer - cross Kerr

     Note: Fields, Angela In process on hiring a permanent GM. Indicated if Mr. Scott has 
applied?  

11:16:04 AM Atty Cromer - cross Kerr
     Note: Fields, Angela Mr Scott would still work at his current salary?

11:17:38 AM Atty Cromer - cross Kerr
     Note: Fields, Angela District's current plan to pay off the debt?  

11:19:55 AM Atty Cromer - cross Kerr
     Note: Fields, Angela The three creditors is just a fraction of the debt?

11:20:28 AM Atty Cromer - cross Kerr
     Note: Fields, Angela Has the board voted on any written policy on the order of things 

being paid?  
11:20:54 AM Atty Cromer - cross Kerr

     Note: Fields, Angela Two large grants coming in.  How will that money be disbursed?
11:21:48 AM Atty Cromer - cross Kerr

     Note: Fields, Angela When you get an invoice for a bill, give it to Big Sandy and they will 
pay the bill?  

11:22:41 AM Atty Cromer - cross Kerr
     Note: Fields, Angela The larger grant.  What degree is the district locked in to an 

engineering plan for how that money is issued? 
11:23:41 AM Atty Cromer - cross Kerr

     Note: Fields, Angela June was a bad month.  Were any of those expenses unpredictable? 
 

11:25:24 AM Atty Cromer - cross Kerr
     Note: Fields, Angela PHDR.  Copy of MOU on the grants?

11:26:00 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Accounts payable.  Explain why the accounts payable went up?  

11:28:39 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Was any of that information included in the monthly report?  

11:29:59 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Do you prepare the monthly report?  Who does that?  

11:30:26 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Are there other people in the office that track payments and 

invoices?  
11:31:54 AM Atty Koenig - cross Kerr

     Note: Fields, Angela PHDR - Provide copy of the demand letter from AEP and any 
documents regarding repairs to the intake system.

11:33:19 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Documentation for invoices?
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11:34:02 AM Atty Koenig - cross Kerr
     Note: Fields, Angela Is there a problem with communciation between the utility and the 

attorney?
11:34:44 AM Atty Koenig - cross Kerr

     Note: Fields, Angela If there is no evidence is in the record, then there is no basis for the 
rate increase.  

11:36:34 AM Atty Koenig - cross Kerr
     Note: Fields, Angela You would agree we are talking about different numbers and what 

you can document in the record.  You understand that a request for 
more money has to be documented.

11:38:14 AM Atty Bowker - cross Kerr
     Note: Fields, Angela How long are you able to shut the plant down per day?

11:38:54 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Buoy system in place?  

11:39:41 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Co-system to help the sand issue?

11:40:03 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Who is responsible at the district for updating?

11:40:35 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Last time the plant was cleaned?

11:41:16 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Is the raw water intake functioning?

11:41:49 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Any update about the school project?

11:42:20 AM Atty Bowker - cross Kerr
     Note: Fields, Angela School project look to be on time to you?

11:42:38 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Conversations with Prestonsburg.  Able to figured out how the billing 

works from Prestonsburg?  
11:44:17 AM Atty Bowker - cross Kerr

     Note: Fields, Angela You invited MCCC representative to the board meetings?  Do they 
come to the meetings?  

11:44:47 AM Atty Bowker - cross Kerr
     Note: Fields, Angela Is the BFD pump up and running?  

11:45:19 AM VC Cicero
     Note: Fields, Angela Appreciate  the extended answers.  How many people work on the 

resquests before they are sent out?  
11:46:54 AM VC Cicero

     Note: Fields, Angela Monthly updates.  June 14, 2018 submission.  Your response 1  was 
totaly redacted.  

11:51:11 AM VC Cicero
     Note: Fields, Angela No discussion about retaining the service of a collection agency?

11:52:01 AM VC Cicero
     Note: Fields, Angela Write off anything older than 24 months.  If you put those things in 

your report, we will understand what you are doing.  
11:53:48 AM VC Cicero

     Note: Fields, Angela AEP power situation.  Have they been charging a penalty?  
11:55:02 AM VC Cicero

     Note: Fields, Angela Anyone else give penalty for late payment?
11:55:42 AM VC Cicero

     Note: Fields, Angela Leased tank.  Have not agreed with Prestonsburg about the 
computations?  

11:57:27 AM VC Cicero
     Note: Fields, Angela Do you still believe if you do not receive the total recommentation, 

then the district will fail?  
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12:04:58 PM Commissioner Mathews
     Note: Fields, Angela You do not have a paid grade.  You are not being paid?  

12:05:37 PM Commissioner Mathews
     Note: Fields, Angela No one wants a new GM more than you?

12:06:05 PM Commissioner Mathews
     Note: Fields, Angela General Manager canidate.  You mentioned you want someone with 

writing skills, accounting, and water district management 
experience?  

12:06:45 PM Commissioner Mathews
     Note: Fields, Angela New relationship with Presonsburg.  Renegotiation was not a good 

deal?
12:07:21 PM Commissioner Mathews

     Note: Fields, Angela Are you comfortable that changes are being made that you will not 
be in the same situation in January, as you were last January?  

12:08:44 PM Session Paused
1:10:54 PM Session Resumed
1:11:01 PM Chairman Schmitt

     Note: Fields, Angela You are aggravated about the requests from staff.  The entity before 
the Commission is the MCWD.  MCCC and others are upset or don't 
understand the facts and the problems.  

1:16:00 PM Chairman Schmitt
     Note: Fields, Angela The district has obtained canidates in the General Manager position.  

Where did you advertise?
1:17:36 PM Chairman Schmitt

     Note: Fields, Angela Did you advertise a salary range? 
1:18:56 PM Chairman Schmitt

     Note: Fields, Angela How many customers do you have in the system?
1:20:21 PM Chairman Schmitt

     Note: Fields, Angela When do you intend to interview canidates? 
1:20:53 PM Chairman Schmitt

     Note: Fields, Angela Would the board consider hiring someone not from Martin Co?
1:24:39 PM Chairman Schmitt

     Note: Fields, Angela At present, is the district asking for the 36% increase or the 49.6%?
1:26:01 PM Chairman Schmitt

     Note: Fields, Angela 3.4 million on abandon lines grant.  You do not have that money 
yet?  

1:27:14 PM Chairman Schmitt
     Note: Fields, Angela Is that money restricted to pumping water from the river to the 

plant?  
1:28:05 PM Chairman Schmitt

     Note: Fields, Angela Intake system.  Do you know if the grant money will allow you to be 
able to reimburse itself?  

1:29:02 PM Chairman Schmitt
     Note: Fields, Angela ARC Grant for service line and meter replacement.  

1:30:06 PM Chairman Schmitt
     Note: Fields, Angela Already to made the decision to replace the meters and service 

lines?
1:30:39 PM Chairman Schmitt

     Note: Fields, Angela Work is going to be done by a third party contractor?
1:31:04 PM Chairman Schmitt

     Note: Fields, Angela Where do most of the complaints come from?
1:31:32 PM Chairman Schmitt

     Note: Fields, Angela Any member of the water district live in the area where the service 
area is bad?  
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1:33:01 PM Chairman Schmitt
     Note: Fields, Angela Believe that the complaints that the people make are true or are 

exaggerated?  
1:35:28 PM Chairman Schmitt

     Note: Fields, Angela Some basis for the complaints when so many parties become 
involved.  

1:37:30 PM Chairman Schmitt
     Note: Fields, Angela Will you using a portion of the increase to begin to replace 

infrastructure? 
1:39:13 PM Chairman Schmitt

     Note: Fields, Angela Granting Water Distrists money under pipeline replacement and 
infrastructure program, used only for infrastructure projects 
approved by the Commission. Dedicated funds for infrastructure 
might make since.

1:41:28 PM Chairman Schmitt
     Note: Fields, Angela Your are paying $7 for 1000 gallons to Prestonsburg.  Arrangement 

suggested by Martin Co. District?
1:42:58 PM Chairman Schmitt

     Note: Fields, Angela PHDR - working out contract with Prestonsburg. If an agreement 
cannot be worked out, consider asking the PSC if rates are fair, just 
and reasonable.

1:46:33 PM Chairman Schmitt
     Note: Fields, Angela Surcharge to pay loans.  How much money is in that account at that 

time.  
1:48:14 PM Chairman Schmitt

     Note: Fields, Angela Why does Zip Zone still provide you with gas?  
1:49:26 PM Chairman Schmitt

     Note: Fields, Angela What will it take to get a loan? 
1:52:00 PM Chairman Schmitt

     Note: Fields, Angela Assuming in the next 2 to 3 years, if system cannot keep its head 
above water, would the commissioners be open to the idea of sale 
or merger with another water district?  

1:55:47 PM Atty Cumbo - direct Sumpter
     Note: Fields, Angela State your name for the record. 

1:56:28 PM Atty Cumbo - direct Sumpter
     Note: Fields, Angela Are you in agreement that the current emergancy rate is sufficient?  

1:56:55 PM Atty Cumbo - direct Sumpter
     Note: Fields, Angela Adverse events in June and July.  Advise the commission what the 

figures were?  
1:58:40 PM Atty Cumbo - direct Sumpter

     Note: Fields, Angela The AEP bill, was that around $30 thousand?
1:59:46 PM Atty Cumbo - direct Sumpter

     Note: Fields, Angela Have an opinion if the rate increase proposed by the staff would be 
sufficient?  

2:00:14 PM Atty Cumbo - direct Sumpter
     Note: Fields, Angela Would the 49.6% increase requested by he district be sufficient?

2:01:11 PM Atty Cumbo - direct Sumpter
     Note: Fields, Angela Mr. Kerr still meeting with you weekly?  

2:01:27 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela You provided information for application process?  

2:01:58 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela When the district plans to file its annual report?  

2:02:39 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Bad debt expense.  What is it and how was it determined?   
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2:03:22 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela How were they determined in 2016? 

2:03:41 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Bad debt expense in 2016 was 20% less.  What accounts for that?  

2:04:34 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela During the time you worked for the district, is that the method that 

has been used?  
2:05:02 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela Explain why the accounts receiveable decreasing would change the 
method?  

2:05:44 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Late payments.  Were late payments included in the 2016 expenses? 

 
2:06:22 PM Atty Cromer - cross Sumptere

     Note: Fields, Angela Even's Hardware charges a 6% late payment fee?  
2:06:52 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela Catagories that are in the rate schedule.  Contractual service other 
catagory.   What does that include?  

2:07:57 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Income statements.  Accounting codes that breakdown contractual 

services.  
2:08:56 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela 2016 expenses would be in one of those catagories?  
2:09:19 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela Would pump repair be a contractual service?  
2:10:15 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela Breakdown of costs improvements for March, April, and May.  
Contractual services was one of the categories included?

2:10:53 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela in the 2016,  What does operating expenses "other" include?

2:11:25 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela What does the miscellaneous expenses include?  Examples of those? 

 
2:12:12 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela In the Equipment rental catagory.  TOM and DM catagory stand for? 
 

2:13:25 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela AEP at or near the top of priorities, how did the district get so 

behind on the bills?
2:14:56 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela Handing out documents.  Already in  the record, and just refering to 
them.  

2:16:51 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Please refer to the "Exhibit 1" document I handed out for your 

reference.  Do the amounts listed represented the amounts written 
off?  

2:18:21 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Who is authorized to write off accounts?

2:19:09 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Confusion on filings from the district.  Policy in place if an account is 

uncollectable.  Is there a detailed listing as to why an account is 
uncollectable?

2:20:52 PM VC Cicero
     Note: Fields, Angela Does this policy exist somewhere in written format?  

Created by JAVS on 8/10/2018 - Page 10 of 18 -



2:21:31 PM VC Cicero
     Note: Fields, Angela You have not seen anything that said to write anything off 24 

months or over in writting?  
2:22:01 PM VC Cicero

     Note: Fields, Angela The commission would like to see a balance sheet.  We are looking 
for the age of the receivable that  was written off and account 
numbers. 

2:24:03 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Cash dispersments Journal.  What does this document represent

2:27:02 PM VC Cicero
     Note: Fields, Angela It only list the invoice numbers being paid, It does not list 

everything that goes with the invoices?  
2:27:42 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela Zip Zone Check,  Paid 40 invoices with one check?  
2:29:04 PM VC Cicero

     Note: Fields, Angela Looks like you paid some really old Zip Zone invoices, how did that 
become a preference?  

2:30:13 PM VC Cicero 
     Note: Fields, Angela That still does not explain why the balance goes down.

2:32:03 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Pg 1 check 1382 written for milage to Troy Horn?  What was that 

for?  
2:32:30 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela What is your milage rate?
2:33:10 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela Zip Zone invoices.  Check No. 13840 to pay for serveral invoices.  
Questions about specific amounts.  

2:34:22 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Page 2, check #13838 Gavo supply corporation?  

2:35:09 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Pg 11, check no. 3215 debt service surcharge?  

2:36:02 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Check no. 13891 blue water ky?

2:36:31 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Pg 12.  Check for correction for 63 cents?  

2:37:10 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Check no. 13894 Appalachan Political.  

2:37:40 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Check no. 13901 OH child support payment central?  

2:38:14 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Vendors who charge late fees.  Provide a list? 

2:39:26 PM Atty Koenig - cross Sumpter
     Note: Fields, Angela Accounts payable by priority document, Exhibit 3.  How does the 

priority system work?  
2:40:47 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela Utilities are labeled number 4, so they are paid 4th in line?
2:41:47 PM Atty Koenig - cross Sumpter

     Note: Fields, Angela PHDR - refer to Exhibit 5 to Aug. 6th filing.  Daily sheets.  Provide a 
summary by day of deposits.  

2:42:48 PM VC Cicero
     Note: Fields, Angela Is your software customizable to print what you want?  Can you 

include the invoice date of the invoice being paid?  
2:43:22 PM VC Cicero

     Note: Fields, Angela You said Martin Co. could survive another 3 to 4 months before 
failing.  Please provide an update on where they stand now.   
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2:46:44 PM Chairman Schmitt
     Note: Fields, Angela Has the auditor been paid?

2:47:15 PM Chairman Schmitt
     Note: Fields, Angela When should the 2016 should have been filed?

2:47:32 PM Chairman Schmitt
     Note: Fields, Angela Has any work been done on the 2017 audit?

2:48:24 PM Chairman Schmitt
     Note: Fields, Angela Why have they decided to do this , have they been promised to be 

paid?  
2:48:47 PM Chairman Schmitt

     Note: Fields, Angela Will the district be responsible for the 2017 audit?
2:49:21 PM Atty Cromer - cross Sumpter

     Note: Fields, Angela June payment of $28,042.    June was the month when all the 
payments come due,  Why did the district choose to pay this Zip 
Zone bill in June?  

2:50:42 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Was Zip Zone threatning collections?  

2:51:23 PM Atty Cromer - cross Sumpter
     Note: Fields, Angela Was it your understanding there was a implicit threat from Zip Zone 

to send bills to collections?  Who would know?  
2:52:12 PM Session Paused
3:03:44 PM Session Resumed
3:03:54 PM Atty Cumbo - direct Scott

     Note: Fields, Angela State your name for the record. 
3:04:28 PM Atty Cumbo - direct Scott

     Note: Fields, Angela Discuss what has happened since the last hearing.  Talk about the 
modifications to the purchase order system.

3:05:04 PM Atty Cumbo - direct Scott
     Note: Fields, Angela Update the commission on the problems at the river.  

3:08:41 PM Atty Cumbo - direct Scott
     Note: Fields, Angela Who gave you the VFD?

3:10:35 PM Atty Cumbo - direct Scott
     Note: Fields, Angela $95 thousend spent on the intake pumps?

3:11:36 PM Atty Cumbo - direct Scott
     Note: Fields, Angela If it wasn't for kindness of Thornberg and Evans you couldn't have 

operated?  
3:13:37 PM Atty Cumbo - direct Scott

     Note: Fields, Angela Is that why we have asked the commission to pay $10 thousand 
each to Thornburg and Evans?  

3:14:49 PM Atty Cromer - cross Scott
     Note: Fields, Angela Estimate the number of days or weeks that the system has been 

unable to pump from the river since you started? 
3:15:31 PM Atty Cromer - cross Scott

     Note: Fields, Angela When the pumps don't work, do you rely on rainwater?  
3:15:54 PM Atty Cromer - cross Scott

     Note: Fields, Angela Where are you getting the water when the pumps are down?
3:16:17 PM Atty Cromer - cross Scott

     Note: Fields, Angela District renting any equipment?
3:17:08 PM Atty Cromer - cross Scott

     Note: Fields, Angela Other than the pump, is the district renting any other equipment?
3:17:26 PM Atty Cromer - cross Scott

     Note: Fields, Angela How many hours a week do you work? 
3:17:39 PM Atty Cromer - cross Scott

     Note: Fields, Angela Using the McCoy & McCoy labs?
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3:17:57 PM Atty Cromer - cross Scott
     Note: Fields, Angela District exceptions, trying to get the water loss down.  AML money is 

going to be used to replace the water lines.  How much will that 
improve the water loss?

3:18:46 PM Atty Cromer - cross Scott
     Note: Fields, Angela Any current funds to replace the main lines in the area?

3:19:07 PM Atty Cromer - cross Scott
     Note: Fields, Angela What do you think is wrong with the reports?

3:19:47 PM Atty Cromer - cross Scott
     Note: Fields, Angela Master meter in the plant?  

3:20:07 PM Atty Cromer - cross Scott
     Note: Fields, Angela How much will the master meter cost?

3:20:28 PM Atty Cromer - cross Scott
     Note: Fields, Angela The plant will have to be down to do the install? 

3:20:50 PM Atty Cromer - cross Scott
     Note: Fields, Angela Testing water in home taps?  

3:21:02 PM Atty Cromer - cross Scott
     Note: Fields, Angela What are you testing for?

3:21:23 PM Atty Cromer - cross Scott
     Note: Fields, Angela Fuel Procedures?  

3:21:35 PM Atty Cromer - cross Scott
     Note: Fields, Angela Purchase order procedures?  

3:22:26 PM Atty Cromer - cross Scott
     Note: Fields, Angela Non-fuel expenses.  Is there a particular type of an expense you 

have been able to save money on?
3:23:06 PM Atty Cromer - cross Scott

     Note: Fields, Angela Payment to Zip Zone.  Did you make the decision to make that 
payment?

3:24:42 PM Atty Cromer - cross Scott
     Note: Fields, Angela Had already paid Zip Zone before the motion was filed.  

3:25:04 PM Atty Cromer - cross Scott
     Note: Fields, Angela June was a bad month, so why pay Zip Zone in June?  

3:27:03 PM Atty Cromer - cross Scott
     Note: Fields, Angela Meeting with vendor to discuss payment plans.  Did you do that with 

AEP?
3:27:27 PM Atty Koenig - cross Scott

     Note: Fields, Angela You changed the purchase order procedure system.  Can you 
provide that procedure in as PHDR to the Commission? 

3:28:15 PM Atty Koenig - cross Scott
     Note: Fields, Angela Are you doing those reports?

3:28:25 PM Atty Koenig - cross Scott
     Note: Fields, Angela Clarifications on how those are filed and what needs to be filed.  

3:29:08 PM Atty Koenig - cross Scott
     Note: Fields, Angela Motion to pay vital creditors.  Was that your decision?

3:30:21 PM Atty Koenig - cross Scott
     Note: Fields, Angela Misunderstanding with the Commission regarding filings.  Were you 

clear on what was filed? Did you provide that list of invoices from 
Thornberg? 

3:31:04 PM Atty Koenig - cross Scott
     Note: Fields, Angela Understandable that we want to see the invoices?

3:31:34 PM Atty Koenig - cross Scott
     Note: Fields, Angela Plan to pay accounts payable, priority, etc.  Your decision to pay Zip 

Zone was a plan you discussed with the board?
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3:32:21 PM VC Cicero
     Note: Fields, Angela Summary with the exceptional items with the variences.  

3:33:18 PM VC Cicero
     Note: Fields, Angela Small expenses.  What can be 2.99 and 2.98?  

3:34:18 PM VC Cicero
     Note: Fields, Angela New purchase order and system.  You will submit that procedure?

3:34:49 PM VC Cicero
     Note: Fields, Angela Can we get examples so we can see how the system works.  

3:35:11 PM VC Cicero
     Note: Fields, Angela Who will be responsible for memorializing the bad debt policy?  

3:35:58 PM VC Cicero
     Note: Fields, Angela List of the CI Thornberg invoices.  Was there invoices you couldn't 

find on file?
3:36:36 PM VC Cicero

     Note: Fields, Angela Any missing invoices?
3:36:49 PM VC Cicero

     Note: Fields, Angela River intake issues.  There has to be someone directing your staff 
while you are working on the intake system.  

3:38:25 PM Commission Mathews
     Note: Fields, Angela $90 thousand spent on the intake repairs.  Tell me how the money 

was spent.
3:40:56 PM Chairman Schmitt

     Note: Fields, Angela Samples at customers' homes.  Who takes the sample? 
3:41:42 PM Chairman Schmitt

     Note: Fields, Angela Are those samples identified by the name of the customer and sent 
to McCoy and McCoy? Get a report back?  Maintain those reports?

3:42:42 PM Chairman Schmitt
     Note: Fields, Angela Is the customer sent a copy of the test results?

3:43:03 PM Chairman Schmitt
     Note: Fields, Angela Have there been tests since you have been interim manager?

3:45:22 PM Atty Cumbo - direct Heitzman
     Note: Fields, Angela State your name and affiliation.

3:45:45 PM Atty Cumbo - direct Heitzman
     Note: Fields, Angela Status of the grants?

3:48:38 PM Atty Cumbo - direct Heitzman
     Note: Fields, Angela How is the money being managed?

3:53:08 PM Atty Cumbo - direct Heitzman
     Note: Fields, Angela Rate increase.  Did you assist Alan Vilines in putting the application 

together?
3:58:01 PM Atty Cromer - cross Heitzman

     Note: Fields, Angela Grant.  Is the scope for replacement of a master line?  
3:58:45 PM Atty Cromer - cross Heitzman

     Note: Fields, Angela For a main line replacement that money will have to come from 
somewhere else?  

3:58:55 PM VC Cicero
     Note: Fields, Angela Your contract was renewed with Martin Co. in June?

3:59:35 PM VC Cicero
     Note: Fields, Angela The original extension was worth how much money?

4:00:23 PM VC Cicero
     Note: Fields, Angela How much did you bill for that six months?

4:00:53 PM VC Cicero
     Note: Fields, Angela How much have you billed from January thru June?

4:01:43 PM VC Cicero
     Note: Fields, Angela Performing in how the grant money should be spent?  
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4:03:18 PM VC Cicero
     Note: Fields, Angela What will you be doing in the next six months and how much of that 

is to not exceed contract?
4:04:45 PM VC Cicero

     Note: Fields, Angela Total for two years will be $24 thousand?
4:05:39 PM VC Cicero

     Note: Fields, Angela Balance through depreciation.  
4:08:36 PM Commissioner Mathews

     Note: Fields, Angela The thousands of service lines placed on bid, do you have any  
guess on how that will help the water loss?

4:09:31 PM Commissioner Mathews
     Note: Fields, Angela Patch-it approach.  Are there resources now to be able to replace a 

section leak instead of patching it?  
4:11:51 PM Chairman Schmitt

     Note: Fields, Angela Advertised for bid in a short period of time? What particular expert 
or experiance is needed to place the lines?  

4:13:40 PM Chairman Schmitt
     Note: Fields, Angela Anyone could bid on this project, correct?

4:14:11 PM Chairman Schmitt
     Note: Fields, Angela Will bidder be required to post bonds?

4:14:36 PM Chairman Schmitt
     Note: Fields, Angela Who will evaluate the bids?

4:15:26 PM Chairman Schmitt
     Note: Fields, Angela Will the recommendation be in writing so the public can see it?

4:16:35 PM Chairman Schmitt
     Note: Fields, Angela Type of bid that will be scored?  

4:18:03 PM Chairman Schmitt
     Note: Fields, Angela Article in Mountain Citizen.  

4:19:44 PM Chairman Schmitt
     Note: Fields, Angela How important is the office of General Manager?

4:20:34 PM Chairman Schmitt
     Note: Fields, Angela What kind of experience, education or training would expect a good 

general manager to have? 
4:21:46 PM Chairman Schmitt

     Note: Fields, Angela What kind of salary would that person demand?
4:22:22 PM Chairman Schmitt

     Note: Fields, Angela I will tell you what I think regarding the general manager position.  
4:23:14 PM VC Cicero - Additional question for Kerr

     Note: Fields, Angela Martin Co. pays 100% to health and dental insurance.  Is Martin Co. 
still instead to pay the full amount on these premiums?

4:27:33 PM Atty Gardner - direct Green
     Note: Fields, Angela State your name and position

4:28:11 PM Atty Gardner - direct Green
     Note: Fields, Angela Your reviewed the reported revenue and rate design for Martin Co.?

4:28:37 PM Atty Gardner - direct Green
     Note: Fields, Angela Staff Report A,B and C.  You put in a place holder did not allow for a 

reduction in water sales?  
4:29:15 PM Atty Gardner - direct Green

     Note: Fields, Angela With respect ot C looks like it is dealing with the Prestonsburg 
contract.  Where did $106,066 number came from.  Is that related 
to Prestonsburg?  

4:30:50 PM Atty Gardner - direct Miller
     Note: Fields, Angela state name and employer and position
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4:31:35 PM Atty Gardner - direct Miller
     Note: Fields, Angela Did you reviewed the overall revenue requirement calculation?  Did 

you go to Martin Co. to do that?
4:32:06 PM Atty Gardner - direct Miller

     Note: Fields, Angela How many ARF applications have you worked on at the Commission. 
 

4:32:35 PM Atty Gardner - direct Miller
     Note: Fields, Angela Item C in the staff report - Contract with Prestonsburg.  How were 

those numbers computed?
4:33:45 PM Atty Gardner - direct Miller

     Note: Fields, Angela Late payments.  Are those allowed for ratemaking purposes?  
4:34:24 PM Atty Gardner - direct Miller

     Note: Fields, Angela It is possible that there could be additional disallowance of expenses 
for fees for late payments.  

4:34:55 PM Atty Gardner - direct Miller
     Note: Fields, Angela Debt service working capital.  It is standard to use the 120% figure 

for debt coverage?   Did you have an opportunity to look at the loan 
documents to see if the coverage by the loans were 120%? 

4:37:38 PM Atty Gardner - direct Miller
     Note: Fields, Angela Depreciation related to the net salvage value?  What has the 

commission historically used?  
4:39:04 PM Atty Gardner - direct Miller

     Note: Fields, Angela When you consider bad debt expense, what evidence should there 
be with this particular debt written off in the test year?  How do you 
calculate bad debt used as an expense?

4:41:27 PM Atty Gardner - direct Miller
     Note: Fields, Angela Have you since made an adjustment?  

4:43:11 PM Atty Cumbo - cross Miller
     Note: Fields, Angela Pg 7 of the staff report regarding wages.  Would you agree the 

general manager salary is not a realistic number?  
4:44:39 PM VC Cicero

     Note: Fields, Angela Did you look at one test year? 
4:45:03 PM VC Cicero

     Note: Fields, Angela Salvage value.  Given the state of the Martin Co. system wouldn't 
you agree that Salvage value is most likely zero regardless?  

4:45:39 PM Atty Koenig - cross Miller
     Note: Fields, Angela Clarification on Gardner's questions about no red flags raised at the 

issue with bad debt.  
4:46:52 PM Atty Koenig - cross Miller

     Note: Fields, Angela In response to Mr. Cumbo's question, 9,000 for the GM is what is in 
the record? Could you just make up a number for this if it wasn't 
provided?

4:47:11 PM Atty Koenig - cross Miller
     Note: Fields, Angela Would it be best accounting practices for  you create a number for 

the salary? 
4:48:02 PM Atty Koenig - cross Miller

     Note: Fields, Angela Your calculation is base on what Martin Co. has provided?
4:48:57 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela State name and address.  
4:49:27 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela How many years did you teach school?
4:49:46 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela What position do you hold with MCCC? 
4:50:16 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela How many members belong to MCCC?  
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4:51:01 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela Are there still areas in Martin Co. that still have concerns or 

complaints about the water service?
4:51:43 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela Are the complaints from people that the water smells or is 
discolored?  

4:52:37 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela June 25, 2018 editorial in the Mountain Citizen paper.  Do you have 

an opinion if the statement is accurate? 
4:56:46 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela There still appears to be distrust of water system.  Aug. 1st in the 
soundoff section in the paper.  Is this a prevailant sentiment in 
Martin Co?  

5:00:49 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela What are the citizens willing to pay to fix a system that never had 

rate increases?  
5:03:52 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela Do people have some faith that the new commissioners will fix the 
problem? 

5:06:40 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela What you think about a merger?  Local management vs. partial 

management?  What the members' opinion?
5:08:08 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela Where has representation got you and the Martin Co. citizens?
5:09:38 PM Chairman Schmitt - direct McCoy

     Note: Fields, Angela There are no vacancies on the board at this time? Do you go to 
Martin Co. board meetings?  

5:10:10 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela June 25, 2018 Mountain Citizen, editorial.  Has the MCCC 

determined that any increase above the PSC recommendation going 
to be contested? 

5:12:00 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela Is that the MCCC position at this time.  

5:13:07 PM Chairman Schmitt - direct McCoy
     Note: Fields, Angela The water district cannot spend that money unless the PSC approves 

it first.  
5:14:28 PM VC Cicero

     Note: Fields, Angela MCCC is a group to raise awareness of the Martin Co. Water District?
5:15:02 PM VC Cicero

     Note: Fields, Angela Are you as much as an educator as someone raising awareness?
5:16:41 PM VC Cicero

     Note: Fields, Angela Talked about the water line being laid.  The school board does not 
believe the line is being laid correctly.  Is there a fiduciary 
responsibility duty of the school to report this?  

5:18:40 PM VC Cicero
     Note: Fields, Angela There will be another hearing on Aug. 29th  to discuss the 

installation of the pipe.  
5:19:49 PM Commissioner Mathews

     Note: Fields, Angela Segmented meter surcharg.  Fine as we are not going in the whole.  
Didn't want more than a 17% increase.  

5:21:03 PM Commissioner Mathews
     Note: Fields, Angela Do the attorneys speak for the MCCC?  

5:21:35 PM Commissioner Mathews
     Note: Fields, Angela If there are new meters and service lines then they may figure out 

how much water the customers are using.  
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5:22:15 PM Commissioner Mathews
     Note: Fields, Angela Do people recognize you cannot fix 18 years of neglect without 

money.  
5:23:03 PM Commissioner Mathews

     Note: Fields, Angela Are you seeing mismanagement with the board now?
5:24:02 PM Chairman Schmitt

     Note: Fields, Angela What is the largest school in the district?
5:24:27 PM Chairman Schmitt

     Note: Fields, Angela Martin Co. serves 2,300 people?  What does the principle of Martin 
Co. School earn? 

5:26:04 PM Atty Gardner - cross McCoy
     Note: Fields, Angela Meter Surcharge.  Do you have any concerns about the 

implementation of the surcharge?  
5:26:54 PM Atty Gardner - cross McCoy

     Note: Fields, Angela A problem seems to be that there is no plan?
5:27:24 PM Chairman Schmitt

     Note: Fields, Angela Data requests due Aug. 10th?  Answered by Aug. 17th?
5:29:28 PM Cromer 

     Note: Fields, Angela Asked for a PH brief.  
5:30:16 PM Session Paused
5:31:49 PM Session Ended
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lOB!ICliD 

To the National Association of Regulatory Utility 

co1111issioners. 

In December 1968, a manual entitled "Public Utilit1 

Depreciation ~racticesn vas preFared by the Subcommittee on 

Depreciation, vhecein many cf the techniques used to 

determine service lives of depreciable property and 

depceciation rates -vere discu~sed. It was the observation 

of the Depreciation Subcommittee as well as that of some 

other state commissions that this man~al vas too complicated 

and too ti~e-consuming to be. of use to state commissions 

dealing with small atili.ties. It vas felt that the 

Subcommittee should prepare a manual that could be used by 

state commissions dealing vith small ~tilities having a 

limited amoant of records and knoll-how. In December j97~, a 

manual entitled "De-preciation ~ractices for small Telephone 

tJtilities11 vas completed.. The seccnd of such manuals, for 

small water utilities, is presented herein and is intended 

to assist the st~te commissions in establishiaq depreciation 

~ates for s~all vater atilities. From an anal7sis of 

ceports issued by state commissions, the majo~ity ot s~al.l 

vater utilities generally have less than 200 customers aad 

SS O, 00 O ~: .? iinual revenue. The Salt.commit tee analy-zed data 

from vari~us states and water utilities from which it 

selected t7pical average service lives and net salvages by 

plant accoants. It Yas ass~med that the s3all water 

~tilities use the sa~e c~nstructica techniques, hav~ si~~lar 

iii 



equipment, maintenance standards .and accounting prac:1:J.ces as 

those in the selected sample; therefore, the small water 

u1;ility average service lives and depreciation rates would 
I 

be similar to those used by the average water ati~ity. 

The mauu3.l should allow the staffs of the state 

commissions to establish reasonakle depreciaticn rates for 

small ~ter companies and test the reasona~leness thereof. 

:Sany state co mmissious . . have .established their own 

practices which may differ sc mevhat from . those proposed 

b.erei.n. It is not suggested that this manual replace those 

practices .. 

The Subcommittee on Depreciation is continuing its vork on 

depreciation practices for small gas and electric utilities 

c 

.. 

and, in addition thereto, is continuing its work in the 
-------------------( 

preparation of a manual of definitions used in ·aepreciation 

VO'Ck. 

The members of the Subcommittee on Depreciation vorking on 

these practices were: 

DEPR!CIATIOH :OECC~~!TTE! 

~ar J. N~~y, North Carol.ilia, Chairman 

~.c. Bos~attl~r, ICC 
Daniel c. ~clean, "ashington 
Robert G. iarnek, FCC 
!l£red ~- aeber~oth, ~ichigan 
Larry ffoaglan, Ar~ansas 

James -a. Safford, sev York 
F.'i. Bone, !'RS 
Sartin Abramson, Calizornia 
~crman Deutsch, ?ERC 
ialter O'Haeseleer, Florida 

This Manual vas recommended to the ~ational Association of 
Regnlator7 Utility Co•missioner~ by . the Committee on 
engineering and its Sta!f ccmmittee. The .text of the 
resolution adopting t~e ~anual is stated below.. T~e ~embers 
of these committees are as follovs: 

iv 
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STAFF SUBCOMMITTEE ON ENGINEERING 

Henry A. Minch, Maryland, Chairman 

Robert G. Warnek, FCC 
William J. Ide, Illinois 
Ray J. Nery, North Carolina 
Harold C. Blat.t, ·Pennsylvania 
Richard Bibb, Tennessee 
Lester Stuzin, New York PSC 
David C. Lathom, FERC 
William F. Fox, Ohio 

Russell N. Staley, Alaska PUC 
Robert J. Buckley, Iowa SCC 
Bruno A. Davis, Califoniia 
Jos·eph w·. FerTaro, Sr. , New York 
Joseph M. Flanigan, REA, Observer 
Ray L. Pruett, Utah 
Walter D'Haeseleer, Florida 
Kevin Kelly, NRRI, Observer 

.. COMMITTEE ON ENGINEERING 

Robert K. Koger, North Carolina, Chairman 

Heber P. Hardy, Nevada 
Gordon J. Zerbetz, Alaska PUC 
Z. D. Atkins, Tennessee · 
Robert C. Downie, Arkansas PSC 

Alfred H. Reichman, Illinois 
James M. Plaskett, Indiana 
Thomas J. Schneider, Montana 
Roger L. Hanson, Minnesota PSG 

Resolution Re Adoption of Depreciation 
Practices for Small Water Utilities 

WHEREAS, The Committee on Engineering of this Association and 
its Subcommittee on Depreciation, after extended study and 
conferences, have developed ~epreciation Practices for Small Water 
Utilities; and 

WHEREAS, The Committee on Engineering of this Association 
has recommended the manual for adop·tion by this Association; 
and 

\lfHE~AS, This Association·believes that the Depreciation 
Practices for Small Water Utilities will be of value in assisting 
regulatory agencies in the practical solution of depreciation 

·problems; now, therefore, be it 
. . 

RESOLVED, That the Executive Committee of the National 
Association of Regulatory Utility Conunissioners hereby adopts 
the Depreciation Practices for Smai.l Water Utilities reported by 
the Committee on Engineering and authorizes its Washington Staff 
to make it available to the member regulatory agencies of the 
Association and others as a guide for the practical assistance anci 
guidance to regulatory personnel and others regarding depreciation 
for small water utilities. 

Adopted August 15, 19i9 
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lJur'DOSE! 

O!PB!C~lTIOH PBACTIC!S 

·POB SftALL WA!%!' OTII.I'rI!S · 

The purpose of this manual is to present ·in a simplified 

manner the essential information a~d procedures recommended 

for. estimating the service lives, net salvages and .. 
depreciation rates £or the pla~t cf small vater ati~ities. 

It is hoped that the practicEs developed in this manual 

will establish a basis for unifcraity and be sufficiently 

clear to enable the staffs of regulatory co~missious to 

prepare reasonable _ schedules cf depreciation rates and 

amounts of annual depreciation acc~uals. 

For a more complete discussion on the subject of 

( 

dep.ceci.ation practices or for a more detailed-· _a_n_a_l_y_s_i_~--o-f _____ -·{ 

s~ecific depreciation procedures, refer to "Public Utility 

Depreciation l?ractices" pu.DlishEd in I 968' by the Hational 

Association of Regulatory Utility Commissioners, f 102 ICC 

Building, Post Office Be% 684, iashington, o.c. 20044. 

Scoce 

The scope of this manual includes the reasons for 

depreciation, the straight-li.ue ~ethods used to compute 

annual depreciation rates,. ·an explanation of the factors 

used in the depreciation accrual equations, definitions of 

depreciation terms, some accounting transactious ~elated to 

depreciation and sugge-sted a-verage service lives, net 

salvages a·nd d~preciation rates fer most categories of vater 

utility plant. 

( 
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The strai_ght-liJle average service life method of coapotin9 

the annual depreciation rate! used by most requ1atory 

agencies has been developed and used in the text of this 

manual. The straight-line remaining life method used by 

some regulatory agencies has been developed and included as 

lppendi.z !. 

A s ·mall water utility is defined for the purpose of this 

report as a water utility with ~lant investment of less than 

SI ,000,000. The simpli£i~d and less detailed practices in 

this manual are designed to meet the needs of regulatory 

commissions to establish realistic depreciation rates for 

such utilities. 

Obiegtives .2l Deoreciation 

The principal objecti'le of reccqnizing de.preciation as a 

cost of service is to allov the utility to recover the cost 
. . 

of the depreciable investment, less estimated net salvage, 

over the useful life of the deFreciable plant b7 ~eans of an 

equitable Flan of charges to operating ex~enses or clearing 

a.ccounts. ·rhe straight-line average ser"Vice life method 

presented ~J t~is ~anaal meets this objective. 
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~ fob Deoreciation Charges 

The depreciation base used in this manual is the origina_l 

cost of the depreciable property. original cost is defined 

as the cost to the person who fiJ:st devotes the pr~perty to 

public service. The base recoverable throu~h depreciation 

is limited ~o cost of the depreciable parts of the property • 
. 

This generally exclades the cost cf organi%ing, franchises, 

intangible plant and land.1 the base can usually be 

determined from actual constructicn costs recorded on the 

utility's books. 

~ctual construction costs inclade the cost of the labor, 

equipment and ~aterials needed to construct the plant, the 

( 

-------'ca.p.Lt.aliz_ed_i_n.t.e_r_e_sJ:__d.u.ri.n~_c_c_n_s.:t_l:JIJ:j:_i.Qll_,_a_d_m_inis.tr.a.t_iY..e_a..,,,n=d._ ____ ,( · 

general expenditures such as engineering and supervision, 

general officers• and clerical salaries and expenses, of£ice 

SUPFl:Les and expenses, leqal ex~enditures and other expenses 

covering injuries and damages, insurance, interest, and 

taxes •. Care ~ust ce .exercised i.n spreading these 

~dministrative and general e%pEnses betveeu the depreciable 

and nondep~eciable plant such · as land. ihile meticulous 

distinctions are i~possi.ble, reascnably accurate assignments 

or spreads can be obtained by the utilization of good . 

accounting practicas. 

1 Some jurisdiction may exclude contributions from the· 
depreciable base. 

( 



Aver~ge Servi~ ~ Estimates 

Determinati~n of service li~es · basically involves an 

ana1ysis of .the past and engineering . estimates of the future 

effect of wear and tear, decay, action of the elementsr 

inadequacy, obsolescence and putlic requirements. In some 

cases, other factors such as anticipated changeover to nev 

or improved kinds of ~lant, or specific plans of management 

must be giv~u .consideration. Tc arrive at a satisfactory 

estimate of future conditions, past experien·ce generally 

giYes an indication w~ich can be used as at least one 

element in the estimate. the weight to be given to past 

experience depends upon the extent to which the conditions 

~ffecting service life in the · future are ·expected to be 

similar or dif£erent from those in the past. 

Utility propert7, in confor2ance with a unifor3 system of 

accounts, is classi.fied broadly by function and eac~ 

function is broken dovu into a~couuts. !s an example, one 

function of a vater utility is ~roviding transmission aDd 

distribution services. The plant i:roviding that function is 

di7ided into several accounts sach as transmission and 

distri.but:!.:n :llains, fire :nains, services, meters, hydrants, 

' and so on. Zach account is further divided · into 

subaccounts, groups, and anits. Each anit is an individual 

item of plant, but it is c cmmon i:ractice to combine •mi ts 

vhich have like rortality characteristics, like p~~sical 

appearance and character and vhicb operate under the sa3e 

gene~al conditions into one g~oup. !bere ~ay be one or ~oce 
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groaps within an accaant. ?or instance, in the 

ntransmission and distribution mains" account, the units 

(individual items) of cast iron, steel and asbestos-cement 

pipe over 12 inches in diameter may constitute one group, 

units of pipe from 12 to eight inches ill diameter may 

constitute the second qroap, and the third group miqht 

include all pipe smaller than eight inches in diameter. 

Because of greater simplicity in maintaining records, the 

group ca~is is more feasible fer most classes of utility 

property where a large number of units are involved and is 

the more gene:cally used base amcng electric, gas, telephone, 

and water utilities. 

In the above example, the av~rage service li£e of a group 

cou t:aini.c.g cas:Cl..ron, s=teel~--ana---asi:es'fos-ce.mentpipe voura 

be based on a composite or weighted ave.rage of the service 

lives of all units vit.hin the group. iheu a group such as 

described above contains units or items of plant with 

varying esti~ated average service lives, the average service 

liie o.f th.e group is t.h.e reciprccal average of the lives as 

shown under the subject of "weighting« in this manual. 

· In utilit7 accounting, the de~reciation rate is appli~d to 

depcecia.bla ?lant in: service. Tb.e-refore, t.!:.e surviving 

plant is of 3ore interest than the retired plant, and the 

retirement curve is seldcm used. The survivor carve shows 

the percent of original plant str~iving by year. 

A reliable method of esti~ating the average service li!e 

of a unit or group is to use the survivor curve ~ethod. 

( 

.. 

-( 

( 
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underlying this method are certain statistical concepts 

which requi~e some explanation. In. estimating service li£e, 

we ar.~ co.ncerned vith th~ ~F~.n ct ye~r~ from the place!lent 

of plant to its' retirement·. Iii gl:oups of property seldom do 

all. units reach retirement · at the same time. Some will. 

reach it at an early aqe! many will bunch around a period 

somewhere near ·the average and a few will e.i:tend oat to a 

long age. The statistician vou1d say ve have a number of 

events (retire men ts) occurring vi th di.f'fe.ren t values (ages) 

which can be illustrated by a graph kiiovn as a freqaeucy 

curve. The frequency curve shows the retirements, as a 

percentage of the group, occurring in each year of the 

g-roup•s life. from either the frequency curve or survival 

and retirement ratios, the surviver curves can be developed. 

The average l.ife or average age at which retirements occur 

can also be developed from the frequency curve. 

The frobacle li~e is the ex~ected life of the survivors, 

or plant in service, at any given age. ~t any age after 

retirements have started. the ~robacle life is longer than 

t.he average li!e because the ~ ' hO'tt.-lived units have been 

removed !r~m the surviving grou~. 

crsing t~e survivor curve methcd, the remaining life of a 

groap of depreciable prope~ty of an7 age can be determined 

by finding that age on the survivor curve and projecting 

hor~zontally to the protable life carve. The difference in 

years . between the age and protable life is the remaining 

li!e. T7pica1.survivor and related curves are shovn on 
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, ":"HE SiJ!lV!'/-1L ?.Anos (SURVl'IORS Ai mo OF ?E?.:oo ~ ?\.ANT ~X?OSE!l Ai aEG!NIWtG 

OF ?E!UCO) ARE 'JSED IN COMPUTING il!E SUR'll'/OR ::.:RVE. 
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1 small atility may not have sufficient records to develop 

its own ~urvi vor curves.. This ~rel: le m can. be resolved by 

11sing surviv·or curves of co1parable plant that have been 

dev.el·opEd by others, by se.lectin9 an average service life · 

based o.n en_gineering judgment, o; by using the forecast or 

life span m~thod currently being ased by other utilities 

throaghoat the country. 

The forecast or life span method is basically an 

assumption that a given piece of froperty will be retired in 

a specific number of years after placement or that the 

act11al date of retirement vill ie a certain date. At the 

final date o~ retirement 0£ proFerties, all units comprising 

the piece of property including interim ad~itions · are 

( 

-------=r==e"'t ired at: once. Tlis is in con traSt t~ group properties · i·-=n,-----,( 

v.hich reti~ement of units occurs g-radually until a.ll are 

retired. The forecast ~ethod is basically the si~plest 

method of co~puting .depreciation and, the-0retically, could 

ce applied to each unit of property. ?.ather than using t~is 

~ethod for group properties, it is generally used !or 

- compar3ti7el7 large, easily identifiable pieces cf propert7 

such as bail:lings, treat::aent plants,. da::as, and reservoirs. 

Appendi~ = 5hows an example of this methcd. 

Where lack cf appropriate data ftevents the application of 

any of the tvo previoas methcds, engineering judg~ent 

esti~ates of service life expectancies may be appropriate. 

In developin1 t~ese li!e expectancies, it is helpful to c· 
study possible r3nges of life e~ti~ates setting dovn 



IO 

reasonable minimum and maximum exEectancies before coming to 

final conclusions. As previously indicated under the 

survivor cu:cve discussi.an, it should be noted that the 

average life of all units originally placed in the group is 

less than the probable life of surviving units because ·of 

the prior reti4emeat of short-lived units. 

iithont the benefits of mcI:tality data or de£initive 
i 

retire.men ts dates for particulaI: ~ieces of property, it vill 

be very difficult for staffs of regulatory commissions and 

small water utilities to make a pToper estimate of average 

service life for each group or unit of plant. ?or that 

reason, a range of average ser~ice lives currently being 

ased by water utilities throughout the country for vater 

facilities desigued and installed and maintained in 

accordance ~ith good water works practice is shown below in 

Figure 1. 

• i 
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FIGURE 1 ( 
\. 

) 

Typi~al Average Service Lives, 
Salvage Rates. and· Depreciation Rates 

Small Water Ut11it1es 

Ave.rage Service . 
NARUC Net Oeprec1at1on 

Account Life Y Salvage Rate 
Number Cl ass of Pl ant Vears Percent Percent 

Source of Suppl~ Plant 

311 Structures and Improvements 35-40 2.9-2.5 
312 Collecting & Impounding Reservoirs 50-75 2.0-1 .3 

. 313 Lake, River and Other Intakes 35-45 2.9-2.2 
314 Wells and Springs 25-35 4.0-2.9 
315 Galleries and Tunnels 25-50 4.0-2.0 
316 Supply Mains 50-75 2.0-1.3 
317 Other Source of Water Supply Plant 30-40 3 .3-2.s· 

Pu.mpi ng Pl ant 

321 Structures and Improvements 35-40 2.9-2.5 
3·24--1--Pump.:i-ng- Equ.:i-j'Jllent ·---20 __ s.o. -( 

. 328 Other Pumping Plant 25 4.0 .. 

Water Treatment Plant 

331 Structures and improv~ents 35-40 2.9-2.5 . 
332 Water Treatment· Equipment· 20-35 5.0-2.9 

Transmission and Distribution Plant 

341 Structures and Improvements 35-40 2.9-2.5 
342 Reservoirs and Tanks 30-60 3 .3-1. 7 

. 343 Transmission and Distribution Mains 50-75 2.0-1.3 
344 Fire Mains 50-75 2.0-1.3 
345 Services 30-50 3.3-2.0 
346 Meters 35-45 10· 2.6-2.0 
347 Meter Installations 40-50 2.5-2.0 
348 Hydrants 40-60 5 2.4-1.5 

General Pl ant 

390 Structures & Improvements 35-40 2 .• 9-2. 5 
391 · Office Furniture and Equii:ment 20-25 5 4 .·a--3 .a 
392 Transportation Equi!Jllent 7 10 12.9 
393 Stores Equii:ment 20 s. a .-
394 Tools, Shop & Garage Equipment 15-20 5 · 6.3-~( 
395 Laboratory Equipment 15-20 6. 7-: .--~., 
396 Power Operated Equipment 10-15 ·10 9.0-6.0 
397 Corrmunication Equii:ment 10 10 9.0 

!I These lives are intended as a guide; longer. or shorter lives should 
be ·used where conditions warrant. 
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ffet Sa.l'l'age ]stimate 

!stimated net salvage is the estimated gross salYage in. 

c~sh or value which is exFected tc ~e realized from ati.lity 
. . . 

property retired less t~e estimated cost 0£ removal involved 

in cetirinq such property. the estimated net salvage can be 

a negative figure in instances ~here the cost of removal is 

expected to exceed any gross salv~ge.value. Net salvage is 

usually expressed as a percenta~e of the plant retired. 

Reasonable salYage e·sti111ates a11d forecasts for small water 

utilities can be made by treading the net salvage experience 

and applying engineering. judgment. Some of the factors to 

be considered in develoEing an estimated salvage percentage 

a.re: 

(a) Utility's recorded exFerience, including trends with 
the same or similar type property; 

(b) Effect on recorded salvage of transfers, sales and 
reimbursements from damages or forced relocations; 

(c} Future conditions affecting cost of removal: a.na 

(d) Cha.nge.s i.n accounting ~ractices that have af:f ected 
salvage and cost of removal amounts. 

ihere r~cords a~e available, recorded or past salvage 

expeJ:ience. each account may be determined by analy-z:ing 

the debits a~d credits to the reserve for depreciation. The 

r~tire~e.nts should be summarized for . each year and the 

totals 0£ gross sal7age and cost of reMoval deter2ined. 

Dividi~g each 0£ the latter by the retire~ents gives the 

?ercent 1ross sal7age and percer.t cost of re~oval realized 

each year. This type of calculaticn for a series of years 



is il1astrated in the follovinq table. 

Year- P1 ant Retired 
a 

1973 $ 50 

1972 100 

1971 70 

1970 40 

1969 30 

1968 30 

1967 50 

Totals $370 

FIGURE Z 

Determination of Net Salvage Value 
PWl!l'1ng Equip111ant 

Gross Salvaoe . Cost of Removal s of fl Of 
.i'mount Retirement Mlount Ret1 rt!ment 

b C"'Ota 4 e-ata 

$12 . 24.01. $ 3 6.0S 

2Z 22.0 7 7.0 

11 15.7 5 7.1 

s · 12.s 4 10.0 

7 23.3 5 '16.7 

5 16.7 z 6.7 
z . 4.0 7 14.0 

$64. 17.3S $33 8.91 

Met Salvage . 
s ot 

-unt Retir-ement 
l•a-11 g•fta 

s 9 18.0S 

15 15.0 

6 a.s 
z.s 

2 6.7 

3 10.0 

-s ·10.0 

$31 8.4: 

The above tabulation shows that the past recorded net 

sal.vage value amounted to 9.4i of the cost of plant reti:ced. 

In· the use of t.he· straight-line average ?ervice life 

method for cc~puting depreciaticn rates, an esti3ated ·net 

salvage· covering the entire li.fe . of the unit er group of 

ptoperty is needed. The utility must estimate salvage 

values for property that viil retire many years in the 
I 

future. !:i ·ioi!lg so, it should be re!lle!llbe.red that vith most 

depreciabla ?ropert7 the percEnt gross salvage .realized on 

retire!!lent varies vith the age cf the tJnit.. Past experience 

is usually based on only a fey retirements, probably of 

shorter-lived 11nits. Generally, the older units yield lover 

1alues .. T~e decrease in grcss salvage with age say be 

approxi~ated by assu~ing a straight-line dimiautio~ from 

{ 

( 

( 



realized qross s~lvage of early reti~ements tc the predicted 

altimate gross salvage of oldest-lived · units. A sample 

calculation . _of_ estimated net salvage. values, asing recorded· 

valaes developed in the . p~ecedinq tabulation and jadgment 

values based on anticipated future conditions, is shovn 

below. 

FIGURE 3 

Average and Future Het Salvage 
Pumpi-ng Equipment 

~ of Amt. of 
Fae tan Retmt. Retmt. Source of Data 

A. Gross Salvage Past ·Retirements 17.31 $ 370 Precad1ng tabulation 

a. Gross Salvage Last ·survivon s.o Selected by .judgment 

c. A+s Gross Salvage Future Avg. • T 11.2 3,755 Plant presently in service 

o. Average Gross Salvage 11.7 (17.3x370+11.2x37SS)f(370+37SS) 

E. COst of Removal Past Retirenent 8.9 Preceding tabulation 

F. COst of Removal Future RetJat. 11.0 Selected by judgment 

G. Average COst of Removal 10.8 (S.9x370+11.0x3755)+(370+3755) 

H. Fu tu re Het Salvage 0.2 C-F 

I. Average !let Salvage 0.9 0-G 

ihere records are not .available, ::aanagement and 

engineering judgments must be made and com~arisons •it~ 

other utilities operating under similar conditions can often 

be !!lade -: .'.) .!:velop reasonabl.e estimated net salvage values. 

?'or a t.ioro11gh discussion on estimating net sa.lvage, tb.e 

reader is ~eferred to Chapter a of "Public Utilit7 

J ep reciatio n !?ractic estt t:Ul:lished ty t!:.e ~ational 

Association of Regulatory Utility Commissioners, copyrig~t 

I 968. 
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'Ile ighting 

Accounts frequently· inclade mere than one unit or group of 

depre~iable utility property with different average service 

lives. To avoid the detailed work of calculating the 

accrual for each unit or groap with.in an accoant, an average 

service li!e or a composite average service life should be 

obtained for each account. Beciprocal weighting should 

always be used in c:ompating an average service life for a.o 

account or class of plant comprised of several groaps. Only 

reciprocal veighti~g will derive the same total as if 

accruals were developed for each unit or group. 

An example of reciprocal ieighting tc establish a 

composite average service life is shewn in the fol.lowing 

tabulation: 

··· ----.--- ·-· --··--·--·------·-·· 
_,. _____ . - ·· --

Groua 
. . (a) 

z 
3 

FtGURE 4 

Weighted Avera~e Se~1ca Life 
PU111pin9 Equipment 

Gross Average Reciprocal 
Plant . Se~ica '1'e ionti no 

tnvestment Life :HC 

(b) (c) (d) 

Sl ,SOO Jo.a· ye.rs 50 S/year 

1,ZSS zo.o 6J 

1 000 27.Q 37 

$3,755 zs.o years 150 S/year 

The · weighting in column (d) is obtained ty dividing the 

plant dclla.rs in cclu:nn (b} b7 t.he avera ·;e ser•ice life i::i 

column (c) of eve.r7 categor7 to be veig~tEd. A weighted 

( 

( 

( ) 
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averaqe service life of 25.0 years is obtained by dividinq 

the sum of column (b) by the sum of column (d). 

In certain accounts as· in the transmission and 

distribution main·s account where· the total account consists 

of several groups of pipe with each cp."oup having a different .. 
averaqe service life and where the units constitutinq the 

qro~ . have different' physical qualities and averaqe service 

lives, i"t may be necessary to weiqht the units within each 

grou~ first and then weiqht · the groups to develop a. · 

composite or weighted average for the entire account. 

Weighting can also be applied to develop a composite 

salvage for a group or an account. The follow~q tabulation 

is an example: 

- ·-·--= -:. .. ·: -:_·:- .:. . -·::-- . -- -·· . .. . -·· ·--.. ··--- . --------
FIGURE 5 

weighted Net Salvage Value 
Pumping Equipment 

Gross Plant Average Service Life Het Salvage 
Grouo Investment Life l~eioht Percent 

a ti c: O"btC: e 

Sl ,SOO JO.O years 50 $/year a.o: 
z 1,255 zo.o 63 10.0 

3 1.000 27.0 37 12.7 
t 

Sl.755 25.0 years 1 so $/year 10.0S 

Salvage 
Weioht 

f 2 axe 

400S $/year 

630 

470 

1,SOOS $/year 
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~he veightiuq of the net salvage val~~s .of the above three 

groaps resulted in a weighted net salvage value. of ,o.o~. 

~he total of column (f) vas divided ty the total of col~mn 

(d) to obtain the weighted value cf net salvage. 

Theoretical Reserve Studies 

1 theoretical depre.ciaticu reserve is defined as that 

amount which together vith the estimated future depreciation 

accruals ·vill equal the original cost of the property less 

net salvage. Studies to determine this theoretical amount 

may be used for several purposes. 

Certain jurisdictions may use the theoretical reserve for 

rate-making purposes where no reasonable actual reserve is 

~iailab1e-- or for computing ·~air value in some fa:ir · value 

ju~isdictions. It may also be used to allocate the total 

book reserve to individual account, plant categories or 

areas. 

In making such studies, it is best to separate short-lived 

plant such as motor vehicles from the longer-lived ~ater 

plant to be sure t·.hat the pla:nt is fully accrued at tlle time 

of replacement. The prices. the dates of purchase, the 

expectEd dates of dis~osal, and the expected allowances at 

trade-i.n ·vill usually be readily availa.ble foe th.ese 

short-lived facilities. With this data, the amount that 

should be in the reserve can be q~ic~ly deter2ined. 

The 1egree o! merit and value of a t~eoretical 

depreciation reser-re study are discussed i.n the manual, 

( . 

( \ 

( · ... ~ 
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"Publi"c . tJtili ty Depreciatio·n Practi·ces, n· . publi'shed: in 1968 

by tte NA.Roe. To use its su.ggested p'rocedures for the 

calculation of a thecretical I ·ese·rve, the manual assumes 

that the depreciation analyst has su.f 'ficient historical data 

on vhich to base a judgment on suck things as· mortality 

dispersicn, -a ·verage service life, and net salvage. Hoveve.r, 

such ·data is seldom avai1.able fer a small water utility. 

tih.en adeqaa te records are not available, a single 

theoretical reserve should not be selected on an arbitrary 

or convenient basis. Rather, it must be cased on reasonable 

assumptions for service ·life, rEti.rement dispersion, and 

salvage. 

?or the company- has periodic additions and 

retirem'ents, no :natter how la.rge OI: small, a theoretical 

reserve percentag~ can ce determined by assuming a certain 

dispersion of retirements, by estim.ating the average service 

life and ~y ~eter~ining the average realized life of the 

plant. T~e average realized ·life is different !rom the 

average age in that it includes net only t~e ages of 

?resently existing plant but also t.hose for past 

retirements. ~n example of the deter~ination of average 

realized li!e is presented in AfFendiI c. 

~~e example assumes an averase service life of 35 years 

and develops a r:alized life cf 10.45 years. !nterpol;iting 

bei: :~.t;!~ 10 and 1 1 :rears in ApFendix D, t:ie reser-1es ~oul.i b~ 

2•. ~ ... to 29.9~ ::>r a 30-year li..fe ar:d 16.9~ to 21.9~ · f:>r a 

Inter?clatio3 tetveen t~ese tvo se~s of 
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figures,. a range .of .22. 2"- to · 27 .2i is obtained for a 35-year 

service lif.e. 

Federal Inco:1e !ll r:eoreciation 

Under -section I 67 Of . tl:ie Intei:na1 Revenue Code 19511, the 

general r~le for depreciation· fer Pedera1 income tax 

parposes is that there sha.ll be allowed as a deprecia·tion 

deduction a reasonable allowance for exha~stion and wear and 

tear (including a reasona~le allo~ance for obsolescence) of 

pcoperty used in a trade or business or heia for the 

production of income. 

Accelerated methods of depreciation are ~rovided by the 

195q Code, as vell as the straight-line . Method most commonly 

( 

------ a.sea--- prior t<>T9·s ·zi-. - _- rn-r96:2-r -a~-,,-.-p·r-o-c:-;;--5·2--2-1-,- 1-9 6-Z--z--c-.-a...-- · ----- ( 

~18, supplanted Bulletin F, old ~uidelines used for ~any 

years by tax~ayers and the Internal Revenue Service in 

arriving at useful lives for de~recia.ble property. Elev. 

Proc. 62-21 established guideline rules and lives !or 

various classes of depreciable properties and generally 

~iberalized depreciation ~eductinns for income tax par~oses. 

Although ~atar utilities were act 3aterially affected, some 

advanta~~ ·•as gained by the esta-l:lishment of one guideline 

life for depreciable assets of vater utilities except in the 

area of specific depreciable assets used in all business 

activities. 

In 1971 an electi 7e Asset o·eFrecia tion · Range (!DR) systa!D 

revoked Rev. Proc. 62-21 guidelines, including subsequent 

( 
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supplem~nts and - amendments.thereto, _ for taxable years ending 

after D.ecember 3 I, 1970. tie new elective system 

established _ yi.ntage accounts (close.a-end depreciation 

accounts containing eligible prope.rty to which a taxpayer 

elects_ to apply the At'R syste11) with an asset depreciation 

range in years (a lover limit, an asset guideline period, 

and uppe~ limit) for each class of depreciable assets 

-acquired after Dec~mber 3 t, 1970. This system vas modified. 

by section 167 (m) of the 19Sq Code in the Bevenue Act 0£ 

1971 to include assets acquired beth before January 1, 1971, 

and after December 31, 1970. For depreciable assets 

acquired before January I, 1971, the- system is called the 

Class Life (C~) system; for depreciable assets acquired 

after December 31, f970, the system is called the Class Life 

Asset Depreciation Ba.nge (CLAtB) system. T~e tvo systems 

are similar but they apply to depreciable assets 

differently; e.g., _ there is no range of years applicable to 

assets acquired Frior tc January Ir 1971. The asset 

guideline period is used- ins~ead. Section 1.167(a)-tl of 

Income Tax Regulations apFlies to assets acquired after 

December 31, 1970, and sec:tio·n . I.) 67(a)-t 2 applies to assets 

acquired before January 1, t97J. 

To use t~e CLADR system, additions and reti~ements must ba 

to and from vintage accounts, and gross salvage -credited to 

the vintage account reserves, with removal costs charged to 

expense on retirement. Either srcss or net salvage 3ay be 

used for the CL system, bat fer tax purposes, some vater 

companies have asked and receivEd periission to change to 
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gross salvage accounting to l:e consis·tent with the CLAD-a . 

system. The cost of reinstalliug depreciable assets that 

are not retired bat merely relocated is treated as part 0£ 

the repair allowance unless the permissible repair allowance 
. 

is exceeded, in vhich case the e%cess is capitalized in a 

special vintage account. 

In Appendix E is a summary of some of the asset guideline 

classes, periods, ranges, and repair allowances provided by 

Bev. Proc. 77-JO, 1977-1 c.-e • . sq.a, updating Rev. !'roe. 

72-f O, 1972-t C.B. 721, that may ce used by vater companies. 

Prior to t.he CLADR and C~ systems estimated salvage was 

generally considered as either a reduction of the amoant 

~~~~-=s~u=b~ject to deP.reciation (basis ) or by a reduction in the 

rate of depreciation (rate). Under these tvo sys·tems basis 

or rates are not affected, bat salvage is not disregarded. 

Depreciation can only be claimed until the adjusted basis 

equals esti:na ted salvage v.alue. ~or va ter utilities class 

~9.3, the ~aximum rate would be JOO~~O = 2 1/2~. cruder 

section 167 of the Code vhen depreciable property is placed 

in ~ervice, esti~ated salvage can be raduced by 10~. for 

example, i! salvage is reasonatly estimated at si it can be 

reduced to zero, if ~S~, it can be reduced to 15~, and 

depreciation may be clai~ed fer the full cost · in the first 

instance and 851 of the cost in the second instance. 

Both the CLACR and CL systems are elective each taxable 
. 

year; however, under CLADR, the system ~ust ce applied to 

vintage accounts until all the assets in the vintage 

( 

- ( . 
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accounts are · retireq. If · one· of · these~ syste11s · is · not· 

elected. ·ta.x:~ayer·s mast demonstrate the· useful U~e used a.nd 

follow the pcior· :c.ules· under section 167 of the Code vith 
. 

the exception that Rev. Proc. 62-21 and Bulletin P 

guidelines are no longer appiicable. 

Zf the CI.ADR system is elected, the annual asset guideline 

repair allowance percentage which applies to both CLADR and. 

Ct prope~ty may also he elected (see last column in Appendix 

Sufficient books and records must be kept for 

expenditures incurred for both ClADB and CI. assets. Onder 

the repair allowance electio~, expenditures for repairs, 

maintenance, reha l:ili ta tiou or improvement of "repair 

allowance prope;ty" (investments subject to depreciation) 

that are not clearly capital Expenditures are treated as 

deductible repairs to the extent that t~ey do not e%ceed the 

repair allovance percentage cf the repair allowance 

property. The excess, if any. is capitalized in a special 

vintage account as a property i~provement in tha~ class; 

These newe~ income tax procedures for depreciation have 

only been briefl7 described, because they are complicated; 

but even aith the complications, most atiliey comfanies that 

vere opposed to the zaintenance _of continuing propert7 

records have adopted the CtAtR and Ct s1stems which 

gene.rally req ui.ra t :e :naintenance of records in ·greater 

detail than t~at of regulatc.ry authorities. iith the 

con side r'3. tic :i ~f .added tax i:ilcenti ve there is a general 

tenden~7 t~vard ~reater detail rather than lesser in nost 
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phases of utility operations, and, there£ore, it voald seem 

to be desirable fo~ utilities to establish a system of 

continuing property records. 

Oecreciation Rate Calculations 

'?O comp ate the annual dep~eciaticn rate for the 

straight-line average service life me·thod, 

equation is: 

d _ 100-c 
- L 

ihere: 

. d = Depreciation rate in percent. 
c = Estimated average net salvage percentage. 
t = Estimated average service life. 

the basic 

( 

Items c and t require estimates cased on both experience~ ( 
-------------------

of the past and judgments of future conditions. . 

The valae~ for service life and salvage com~onents ased in 

the above formula are the weighted average values for all of 

the pl.3.nt in each of the accounting classifications. 

1eighted average valaes vere discussed previously in this 

-<11anual. 

In a~u~l practice, not only is a depreciation rate in 
-

per~ent iasired but also a depreciation accrual in dollars. 

For the straight-line · method, the equation is: 

D = B-Lc or (100-c) x 8 lOOL 

vhere J is t~e depreciation acc::~lal in dollars, c is the ( 
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es·timated ·average net salvage in dcllars and a ·is · the book 

cost of gross depreciable plant in dollars. 

The composite annual depreciation . accrual rate is the 

ratio of the sum of the depreciation acc~ued from al1 

depreciable accounts to the gross depreciable plant in the · 

same year. E%pressed as a percentage, the .equation for the 

composite or total annual accrual deprecia~ion rate is: 

Ann ua 1 Accrua 1 · D 
d = % Rate = Gross Depreciable Plant x lOO = Bx lOO 

D eter111 ination ~ Annual Depreciat,i£,!! Accrua i· 

The form for calculating annual depreciation accruals and 

rates by the average service life method is shovu vith 

sample calculations in Figure 6 below. 



NARUC 
Account 

·Number 

311 

314 

324 

342 

343 

345 

346 

348 

391 

392 

FIGURE 6 

Company ----­
Area/Dept. ------

SWJ111ary of Annual Depreciation Rate Detennination 
S~raight-line Average Service Life Me~hod 

Year 

Average 
Grass Service Net 

Descrietion Depreciable Life Salvage 
P1ant Plant Vears ~ercent 

l 2 3 

Structures & Improv. $ 3,014 40 

Wells 11,290 30 

Pumping Equip. JJ 3,755 25 10 

Reservoirs & Tanks 8,628 50 

Trans. &-=--o-rstr .- Mains - ---·--5·395-5·0- se--
Services 9,452 40 

Meters 6,038 40 12 

Hydrants 995 50 

Off. F~rniture & Equip. 1 ,721 15 5 

Transportation C' • ... quip. 6~290 6 15 

Total $104,733 

11 ~ari'lation of Columns 4 & 5 

Col. 4 (Depr Rat~) = (lOO-lcr) 
• 100x25 x 100 = 3.6% 

Col. 5 (Annual Acer.) = $3,755 x 3.6~ = S135 

2S 

Oepr. 
Rate 
~ercent 

4 

2.5 

3.3 

3.6 

2.0 

- 1-.-7---

2.s. 

2~2 

2.0 

6.3 

14.2 

. 2.9 y 

21 Composite Rate of 2.9% is derived by dividing the sum of Column 5 
by the sum of Column 1 and multiplying the product by 100. 
$3,056 + $104,733 = 0.029 x 100 = 2.9% 

( 

Annual 
Accrual 

5 

$ 75 

373 

135 

173 

( ('I .., 

236 

133 

2C 

1 OE 

39: 

$3 ,05: 

( ) 
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~he first tvo annambered calamns en the fo~m are for the 

listing of an appropriate· plant. account 

correspoudinq description. Cclum.n (1) 

amount of gross depreciable plant in each 

utility's books at the .beginning 0£ 

element B in the ~ccrual equaticn. 

numbe~ and its 

shows the dollar 

account of the 

the year. This is 

Columns (2) and (3) a~e provided for the two elements in 

the depreciation accrual calculation . which mast be 

estimated. ~hese are the atexa9e service lives to be 

assigned to a prope~ty a~d the percentage of average net 

salvage which can be expected inen the property is retired. 

Por the av@rase service life method, column (~) shows the 

depreciation rate for each account. This rate is derived 

from the estimates of average service lives and salvage 

percenta~es to be shovn _in columns (2) and (3). Tbe annual 

accrua.l for each account to l:e entered i .n column (5) is 

calculated by multiplying plant dcllars in column ()) by the 

depreciation rate in column (q). 

- ~ecording .~ Depreciation ~J!A..! 

_There are several ;aethods vhich ca.a be used . in calcula ti.ng 

the annual ~ccrual to be recorded on the utility's books for 

the yea.r. The simplest is to a~ply the predeter3ined annual 

depreciation rates to the beginning-of-year depreciable 

plant. Another ~ethcd is . to estimate the end-of-year plant 

and then apply the depreciation rates to the average of t~e 

beginning- and end-of-year plant. ~he last methcd requires 
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an adjastment· to be made to the a~nual accrual after the 

recorded ·end-of-year ~lant amcunts become available. I~ 

either method the utility may record the annual accrual as a 

single amount or in 12 monthly eutti.es at its discretion or 

at the discretion of the re9ulatcry . commission. A third 

method employed by some of the larger utilities is to apply 

the annual de·preciation i::ates each month to that month's 

beginning-of-month plant acco1Jllt talances or average m~nth1y 

balances and record 1/12 of the result as that month's 

accrual. 

Decreci~tion Accounting 

c 

Reference should be made tc an appropriate system of 

~~~~~~a~c~c"---'-o_u_n_t~s;__a_n_1_l___::i~n~s~t~r~u~c~t~i~·~o~n~s~f~c~r=-c~c~m~p~l~e~t~· e.:...._d~e..:....::.t=a=i=l~s=--o~f=-a~c~c~o~u~n~t~i~n~g~~~~~-( 

transactions. The following. tatulation present.s some of the 

essential t~ansactions in a doutle entry set of records: 

FIGURE 7 

Deoreciation Accountino 

iransaction Debit 

Ori9inal cost on placin~ plant Plant account (asset 
in service account) 

Depreciation accruals Operation expenses 
and clearing accounts 

Retirement of ori9inal CQSt Depreciation reserve 
of -plant account 

Cost of removal on M!tire• Depreciation reserve 
ment from service account 

Gross salvage on retire· Cash. materials and 
ment fl"Olll service supplies or other 

investment accQunts 
receivable 

Cred1t 

Cash. materials and 
supplies 

Oeprecation rese.-ve 
account 

Plant account 
(reduces the asset 
balance) 

Cash, or accounts 
payable 

Cepreciation reserve 
account 

( · 
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The accounting for additions and retirements should be 

· ptomptly and properly recorded ·at the time of installation 

or retirement so that the plant and reserve accounts at al1 

times reflect the currenit coudi ticns • . 

Reasona~lenes§ of !inal Reoort 

An ove-rall test of reasonablene-ss should be applied to tb.e 

final determination of tbe annual accrual. The overall 

compo_site depreciation rate produced by the accrual 

calculation should normally fall within a range of from 2.0~ 

to 4.0~. ihen results are obtained which fall significantly 

outside this range, further review_ should be made to 

ascertain the nature of any special conditions which may be 

influencing the result. Under ~ost circumstances, estimates 

of average service lives and net salvage should be made at 

intervals of not more than five years. 
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Appendi% A 
Pagel of 5 

The straight-line remaining life method is another method 

to determine depreciation acc~uals and is used frequently 

enouqh to warraht developme~t in this manual. The factors 

considered in the straight-li~e remaini~g life method tend 

to cont-rol . erratic fluctua ticns in the annual or periodic 

accruals. This method also has as its objective the control 

of excessive or deficient accum~lations in the depreciation 

reserve. 
·-·----------- ---------------

Onder the straight-line r~maining life method. the net 

depreciable plant is recovered ever the estimated remaining 

useful li.f e of the . property. !his aethod di.f fered 

significantly from the straight-line average serYice liLe 

3ethod under ~hich the depreciable .plant is recovered over 

its entire esti~ated average life. 

The remaining - li.fe method :aeets th.e 

objectives of depreciation accounting. The base for the 

depreciation c~arges is the same as the base used in the 

straight-line average service life method, explained earlier 

in the text. 

t' 

\ . 

- ( 

( 
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The Depreciation ~ !aaation 

The basic equation for determining the annual depreciation 

rate by the straight-line remaining li.fe method is: . 

-~ d = (B - C' - u} x 100 

~tJ~~e-Nu'?"je...W°v1·c.c.. ~1,Ce_ 

&...~ l oo-c.. E B 
/ 

\..... 
ihere: 

B = book cost of the gross depreciable plant in dollars. 
c 1: estima·ted net salvage in dcllars from survivors. 
d = annual depreciation rate in percent. 
a = book depreciation reserv~ in dollars. 
! = estimated average remaining l~fe of survivors. 
L-:. -"-;;·~· rt.::• .i....eJ.._ o..,..,.it,y-o!'..~e,.. se..v- ., ,·._e.. \I-Fe, 
Items a and u are otta.illahlE from the utility's books of 
C = .;>_:s- ·~~A.fY-.N ~v·.v,e. v--e,;-- s.o0 "'~~-<-· ('"'!H~ e. ,.~;='°::'-.:.;~. 

acco\llltS. Item Ct is estimated tas~d on past experience and 

couditioi::s likely to occur in t~e immediate future • 

. D-etermination of Annual Depreciatm Accrual 

?he form used and examples of the straight-line remaining 

li£e method of calculating annual depreciation accruals are 

sh~wn in Table I on page 33 • 

.. The first two unnumbered cclumns ai:e for the listing of 

appropriate plant account number and its corresponding 

description. Column (I) shows tjle dollar amount of gross 

depreciable plant in each account of the utility's books at 

the beginning of the year. This is element B in the accrual 

equation. 
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(2) and (6) show the two elements in the 

depreciation accrual calculatiaa which must be estimated. 

They are the .percentage of net salvage which can reasonably 

be expected vhen the property is retired and the service 

lives to be assigned to t .he property. 

Column (3) is designed to shew the estimated future net 

salvage dollars calculated by multiplying t~e plant dollars 

in Column (I) by ~hs salvage percentage in Column (~. 

Column (q) is provided for the re~orded depreciation i:ese~ve 

taken .from the utility's bockE vhich, together vith the 

salvag~ dollarsr is deducted frcm the gross plant amount~ to 

produce the net balance slovn in coiumu (5). 
·---·- ·-· -···· ---

. Colu.m11 (6) shows oue ve·~ght.ed average service life for all 

the plant, units or groups within each account. Column (7) 

shows the average service l.i.fe of the survivors (sometimes· 

called · probable li!e) and equals age plus remai~ing life. 

Column (9) shows the weighted average remaining life 

telement E in the accrual equation) in years and is 

determined either by subtracting the average age in Column 

(8) frcm t!ie average service lj.ves in coln11n. (7) ' or 

determined directly by either the Porecast, Approximation or 

Di.re ct Judgment !1ethods as noted in the footnctes in Table 

I. The annual accrual in cclumn (I 0) is computed by 

dividing the net balance in cc la mn (5) ,by t h.e average 

ralllaining life in Column (9) • Colamn (II ) shows the 

( 

-( 

( 



32 
Appendix A 

Page 4 of S 

depreciation rate for each account derived by dividing the 

annual accrual in Column (10) by the gross plant in Column 

(I) • 

An overall depreciaticn rate or composite rate for the 

entire flant is determined by dividing the total annuai 

accrual of all accounts by the total grcss plant. The 

composite depreciation rate in ?atle I is 3.7J~. 

The discussion in the text r@lating to the reasonableness 

of the annual depreciation accrual, the recording o~ the · 

depreciation accrual, and general depreciation accounting 

applies equally to the straight-line remaining life method. 



Account 

Gru~:> Plonl 
at Deyl1111fo9 

ot Year 

TABLE •f 
\ 

SUlttARV (If 

~- ·~.::l':'l:i:·~1::i.:t~ i"i1:':11\':~ .. 

Est. future j f4:t.. 
Net Salvaye Depreciation 
(ht. Gross Reserve at ' Net . Avera,e Service Life 
S11Jvaye Less Beginning of J Balance Orig nal Aver19e Remaining 

Ufe 
__ 110. ___ ~.9:.!J!!!~ =11-) - Cost of Rtimoval' Year fil- 1~-4 _Groun _s_ur_vl __ vo_rs Age 

-,1
1
-:_(ll:.:.J) -l

4
-) --

1

1 -l(S · Y~ Yrs. Yrs. 
~ n <fl> or-lil.,.,J '----

Yrs. 
l9J 

311 Strui: tu res 6 lmprov1:1111.mts 19,540 

ll,786 

165 

ZZ,028 

5. o 977 8,014 l0.549 

315 Wt:! h 

314 Sprln!JS 11ni.I Tunneh 

324 Pumplu!J E11u lpment 

332 W11ter Treotment Equipment 

341 Tuns. & Olstr. Ha1q5 

342 Reservoirs and Tanks 

340 Hydrants 

345 Services 

34b Hl:ler5 

34!1 Other Tnns. & Dislr. Plant 

372 Office Furnllure & Equipment 

374 Stores £qutpoienl 

378 Tools, Shop & G.msue Equip. 

TOTALS 

l ,813 

170.096 
I 

ZI 0 103 

4.105 

29.993 
0

34,B65 

0.0 9.618 

0.0 49 

Z.O 441 8.Z94 

5.0 91 531 

(~.O} (8 0 505) 61.743 

0.0 6.805 

3.0 IZ3 315 

(10.0) (Z.999) lZ.344 

15.0 5,230 6,974 

931 0.0 120 

657 0.0 214 

2.471 5.0 124 451 

__.6._. ...... 57_.9..__ __ !§ ..... o..__ _ __.9_0 ...... 1 _ __...2 ..... 2 ... 0 .... 1_ 

3211, 132 . (3,531) 117.755 

I/ Hc:11111 inh19 11 fe ,,_tfctennloed by forecast method. 
?I lh:mdinlng 1 lfe iJetcnulned by selccU119 survl11c .. cu.-ve. 

ll6 

116.858 

14.298 

l.667 . 

20.648 

I 22.661 
' 

' 
I 

811 

443 

1.896 

3,309 

1/ lh!111ai11t119 lift! dl!lenulned by c01111iul4llon from accounll119 records . 
!J Cu 11111111 l - Co I 111110 8. · 

I 
(See Appendlxct) 

. I . 

25 

18 

30 

33 

25 

25 

30 

18 

11 

12 

1 

22 

12 

13 

8 

13 

5 

3 

4 

1a!J · 
16!/ 

10!1 

1sY 

uY 

10Y 

11Y 

21Y 

t6Y 

22Y 

9!/ 

1Y 

1oY 

4Y 

Annual Depreciation 
Accrual Accrual Rate 
j!J. •.fil -11.rulliL 
ul1 of 1 

506 l.O 

261 1.9 

6 l.6 

886 4.0 

92 5.J 

6.492 l.8 

841 4.0 

175 4.J 

1,291 4.l 

1.010 3.0 

90 9.7 

63 9.6 

190 1.1 

827 12.6 

12.830 3.91 
td 
Pl ):ao .... 

&Q'D w 
CD"O m 
UI~ 

Q. 

0 ~· "' . ):ao 
I.II 

,,,......,, 



Year 

1961 
1952 
1963 
1"964 
1965 
1966 
1967 
1968 
1969 
1970 
1371 
1972 
1973 
1974 
1975 
l976 
1977 
19i8 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
l986 
1987 
1988 
1989 
1990 
1991 

~EPRECIATION STUDY BY FORECAST OR LIFE SPAN METHOD 

Apper.dix B 
Paqe 1 of 3 

E.:campl e: A dam is put into service at the beginning of 1961. The estimated 
life span is 40 years and the estimated time of r~tirement is the end of the 
year ZOOO. No salvage is assumed. Developments occur as follows: 

Year Additions Retirements 
!!!!:.. ~ Event s s 

1 1963 Outlet works modified 4,500 3,000 
z 1965 Spillway modified 6,000 3,000 
3 1970 Fencing installed 1,500 
4 1980 Sealant placed (capitalized) 3,000 
5 1985 New source of water supply procured. 

E.xisting source phased out over ~ 5-
year period after which dam is retired. 

Plant Addi- Retire- Averade Service Life Oeoreci a ti on 
Surviving t1ons men ts Orig. Addition No. Rate Ac:crua I 6eg. rr. 

Beo. of Yr. _L $ ....Q!m_ l l·l ! i s R.eser'le 

$42000 3sll 2.5i=/ 1105 
42000 38 2.53 . 1105 s 1105 
42000 4500 3000 38 . 

3&Y 
2.53 1105 2210.i/ 

43500 38 2.53 1144 31~ 
43500 5000 3000 38 .. ' 38 2. 53-, H44 1459 
46500 2o=J 20 18 5.009 Z3ZS (397) 
46500 20 " 20 18 5.00 Z325 1923 
46500 20 20 18 5.00 2325 4253 
46500 20 20 18 5.00 2325 .65ia 
40500 1500 20 .. , 20 18 5.00-, 2325 9903 
48000 Jo:-' 3l 29 24 3.JJ!J 1598 1122!3 
48000 30 31 29 24 3.33 1598 12925 
48000 30 31 29 24 3.33 1598 14424 
48000 30· 31 29 24 3.33 1598 16022 
48000 30 31 29 24 3.33~. 1598 1i520 
4aooo 33 . 34 32 27 3.0J=.i l454 19218 
48000 33 34 32 27 3.03 1454 206i2 
.18000 33 34 32 27 3.03 1454 22125 
'..".£00 33 34 32 27 3.03 1454 23580 
l:3000 3000 33 34 32 27 3.03A' 1454 25034 
:~coo 34 36 34 29 19 3.1 :-1 1596 Z5488 
:: ·:ao 34 -36 34 29 19 3. 13 1596 23084 
:1000 34 36 34 29 19 3.13 1596 29eaa 

. 5i000 34 36" 34 29 19 3.13 1596 31275 
51000 34 36 34 29 19 3 • 13 ... I 1596 32972 
51000 26 27 25 20 10 4. 1 j.s!J 2127 34.!oa 
51000 26 27 25 20 10 4.17 2127 36535 
51000 2.6 27 2.5 20 10 4.17 2127 38i22 
51000 2.6 27 25 20 10 4 .17 2127 40849 
51000 51000 26 27 25 20 10. .1, li 2127 429i6 ~ 

(-~9~• _, :o I,-
(See Sheets 2 & 3 for Foot~otes) 
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Appendix B 
Paqe 2 of 3 

lJ It is assumed .that 10~ of the original installation will be retired in 
piecemeal (interim) retirements over the life of the dam, which would 
average to 0.25% per year. Over a 40-
year period this would amount to a loss 
of 2 years' service life (~ x 40 x .10). 
See Figure E-1. 

2/ Assuming zero salvage, the depreciation 
rate is 100 • 38 • 2.63% and the Accrual 
is .0263 x 42000 or $1,105. 

~ It is assumed that depreciation studies 
are made every 5 years, as recommended 
in the text of this practice. ·Thus, 
the 1963 addition takes the same life. 
.as the original addition until tJ'le 
time of the next study. . . . 

c: 
0 

- c: .. _ 
S..> 
o­
Q. > 
0 s.. 

. s.. :I 
Q. 111 

a· 

2 years lost ~ 
-- - - :==:..-i 

XPected P1a t n In S -. . ervtce 

Figure E-1 

--------------~--~~ 1961 Year 2001 

~ Depreciation reserve at the end of the . third ye~r (beginning of fourth 
year) is prjor years' reserve of $2,210 plus $1,105 accrual less $3000-

I'. 

\ 

retirement. . . . · . .. ____ ( 

.EJ A depreciation study made as of the beginning of 1966 detenni~es that · 
the experienced interim retirement rate is (0 + O + 3000 + 0 + 3000) + 
(42,000 + 42,000 + 42,000 + 43,500 + 43,500), which equals 2.82~. For 
the remaining 35 years, this represents 
a loss of life of~ x 35 x (.0282 x 35), 
or 17.3 years. The remaining life is 
35 - 17.3 or 17.7 yea~ for the remain-

. ing plant. It '"'ould apply to the 1965 
placement. The unrealized life of the 
original placement would be 36~ of-this, 
or 15.2 years. See Figure E-2. During 
the first 3 years, '"'hen . the original 
placement was intact, the 1 ife that was 

,.; ·· --· · rea Hzed ·'°'as" a· fu 11 3 years. Ouri ng -the 
next t.'io , ·.vhen on 1 y. 93% of the ori gi na 1 
inves-ci;ien-:: still survived, the real izad 
life was 2 x .93 or 1.9 years. The 
average service life for the full span 

1.00 
• 93 
.86 

Figure E-2 

is 3 + 1.9 + 15.2, or 20.1 years. For the 1963 placement, from 'l'lhich 
2001 

nothing has been retired, the realized life is 2.0 years and the unreal-
ized life is 17.7 for a total of 19.7. Both of these '"'ould round to 
20 "years. 

( ) 
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§/ 

.11 

c·ompos1te average service 11fe is: 

Vintage P1 ant Surviving Service Life 
a b c 

1961 $36000 20 
1963 4500 20 
1965 6000 18 

$46500 ' 19.7 years* 

* 19.7 yr. from 46,500 + 2358 use 20 

D~preciation rate = ~ • 5.0% 

Accrual 
d=b+c 
$1800 

225 
333 

$2358 

Appendix B 

Paqe 3 of 3 

At the time of the 1971 depr.ec1at1on study, the experienced interim 
retirement ·rate .is 6000 + (3 x 42,000 + 2 x _43,500 + 5 x 46,500), or 1.35~ • 
. For the remaining 3Q years the loss of life is lt x 30 x (.0135 x 30), or 
6.1 years and the remaining life fs 23.9 years. This applies .directly to 
the 1970 addition and is added ta the realized lives of 5 and 7 years for 
the 1965 and 1963 additions. The realized life of the 1961 addition is 
3 x 1.0 + 2 x .93 + 5 x .86, or 9.2 years and the unrealized life is 
.86 x· 23.9., or Z0.6 for a total average service life of· 29.8 years. The 
composite life using the procedure as in 6/ above is 30 years and the 
depreciation rate is J·.33%. -

§/ For the 1976, 1981 and 1986 studies, .the following factors can be derived 
using the same procedures as above: · 

Experienced 
Date of Int. Ret. Remaining Composite Depreciation 
studx Rate-% life Life Rate-.% 
l976 a.as 22.3 33 3.03 

·1981 0~65 18.7 32 3. 13 
1986 0.51 4.9 24 4.17 

-11 Because of the reduction in the life span of the dam from 40 to 30 years, 
there is a shortage in the reserve at the. time of retirement of the dam. 
The shortage is not large, however, when compared with annual accruals 
and no corrective measures should be taken. Rather, the span of the 
replacement facility should be adjusted downward as, for example, from 40 
to 30 years, in expectation of a similar overestimation. The beginning 
interim retirement rate should also be higher (0.5 instead of 0.-25), 
reflecting past experi·ence. 
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Appsndix C 

(" ( 

ronn 0-5 

UTILITY Aloha Water Comoan~ REALIZED LIFE ANO REMAINING LIFE·OF PLANT 
AREA/DEPT - COMPUTED FROM ACCOUNTING RECORDS 
AC 345 Services AS OF 1/1 60 .. 

GROSS AOOtTtONS 
TRANSFERS . . PLANT BALArlCES 

YEM RECOR OED AOJUSTC'.O IN ANO (OUT) (.EMO OF Y!Ml) 

1959 $1.923 $1 .923 .• $29 .993 
::ia 2.705 2.1u5 - 28.51 a 
57 .020 I .ll2Q • . 26,Z25 
56 .278 1.278 - 24,998 

. 55 .127 l .127 - 2J.99Z 
1954 1 .431 1,431 - 23 .083 

53 .733 . 2.054 321• 21.901 
::i2 983 .· 983 .. ,0,018 
51 308 3 8 .. 9. 1 l4 .. !lO. 447 4 7 ~u 8.806 

1949 959 . 9 9 - 18.309 
118 1.323 1.J J .. 11· 410 
47 1 .076 . LO 6 . - 16 .154 
46 . 1 442 l.442 . - ., 15.209 
45 1.193 1.193 - J.873 

194-+ .754 1 • ]'id. .. 2.791 
-~~ -:-g·g3 1.893 . . 1 110 . ( 

il2 .276 1·.21a . 9.24J 
41 521 -. 8.048 
.LO 409 ... 7.,617 

19 
... Or1ciinallv devoted to cuol ic 

service 1n 944. . 
iOTALS ( ll 24. 792 ( ~) 371 ( 31 35B. 797 

TOTALS TAKEN FROM MOST RECENT YEAR BACK TO SElECTE:D BEGINNING YEAR OF ~ 

(4) Beginning Plt. Bal. 8.048 (5) ~ Beg. Plt. Balance 41024 
(6) Plant Exposed=(1)+(4) 32.840 
(7} Plant Surviving Z9z993 (S} 1! Surviving Balance ·14,997 

r =n. {c9.),..~Port'f·on· :isurv1vi n-g={?)I ( 6)" 0';9133 ~·-··~--- (lo) s Year-S"•(l)-(5)·(8) 33f,11s 

(9 x 371) 
(11) C~rrect1on to Past Ooll~r Y~ars for Transfers: 3.339 

(12) Estimatad Av. Serv. Life 35.00 Yrs. (13) Past Oo11ar Years 343 .115 

(14) Realized Lffe•(13)/(6) 10.45 
(15) Oifference(12)·{14) 24.55 (16) Rem. L1fe•( 15) /( 9) 26.88 Yrs. 

(17) Conclus1on: (Use Rounded Value) Remaining l.ife 27 Yrs. 

(, 
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Appendix D 

RANGE OF DEPRECIATION RESERVE FOR AVERAGE REALIZED LIFE1 

Average Realized 
Life In Years 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
26 
28 
30 
32 
35 
45 

Range of Depreciation Reserve 
· As A Percentaie Of Plant In Service -

For ·30-Year Life For5-Year Life For 60-Year Life 

2 to 4 
5 ta 7 
7 to 10 

10 to 13 
12 to 16 
14· to 19 
16 to 22 
18 to 24 
19 to 27 
24 to 29 
26 to 31 
27 to 33 
29 to 35 
30 to 37 
31 to 39 
32 to 40 
33 to 42 
34 to 43 
35 to 43 
36 to 43 
36 to 43 
36 to 43 

l to 3 
3 to 5 
5 to 7 
6 to 9 
a to 11 

lO to l3 
11to15 
13 to 17 
14 to 19 
16 to 21 
l8 to 23 
19 to 24 
21 to 26 
22 to 27 
24 to 29 
25 to 30 
26 to 31 
27 to 33 
2s to 34 
29 to 36 
30 to 37 
31 to 38 
32 to 39 
32 to 40 
34 to 42 
35 to 43 
36 to 43 
36 to 43 
36 to 43 

l to 2 
2 to 4 
4 to 5 
5 to 7 
6 to a 
7 to lO 
8 to 12 

10 to 13 
11 ta 15 
12 to .16 
13 to 17 
14 to 19 
15 to 20 
16 to 22 
17 to 23 
·1a to 24 
19 to 25 
21 to 27 
23 to 28 
24 to 29 
25 to 30 
26 to 31 
27 to 32 
27 to 33 
29 to 35 
30 to 37 
31 to 39 
32 to 40 
34 to 42 
36 to 43 

1For the gui~eline r9serves, the dispersion characteristics of Iowa Cur~es 
of the ~,, -~?, and L

1 
and L2 shapes were-used; the net sa 1 vage was assumed 

to be zero. -



39 

Appendix E 

Asset 
gu1de-
11ne 
class 

ASSET GUIDELINE Ct.ASSES AND PERIODS, ASSET 
OEPRECIATIOH RAAGES,. Aa'lfD ANHUAL ASSET GUIDELINE 

REPAIR ALLOWANCE PERCENTAGE 

Description of assets included 

Asset depreciation range 
(inAiears) 

set 
Lower guideline Upper 
limit period limit 

SPECIFIC DEPRECIABLE ASSETS USED IN ALL BUSINESS ACTIVITIES, EXCEPT AS rmTED: 

00.11 Office Furniture, Fixtures, & Equip-
ment: · 
Includes furniture & fixtures which 
are not a structural component of a 
building. Includes such assets as 
desks, files, safes, and co1m1un1ca-
tions equipment. Does not include 
colJIJIUn1cat1ons equipment that is 
included in other CLADR classes 8 10 12 ----- ···----·--- -------- ----

00.13 Data Handling Equipment, except --·------

Computers: 
Includes only typewriters, cal-
culators, adding & accounting 

. machines, copie.rs, & dupl icat-
i ng equipment 5 6 7 

00.22 Automobiles 2.5 3 3.5 

00.241 Light General Purpose Trucks: 
Includes trucks for use over 
toe road (acttJa1 unloaded 
weight 1 ess than -13.,000 pounds) 3 4 5 

DEPRECIABLE ASSEl'S USED IN THE FOLLOWING ACTIVITIES: 

49.3 Water Utilities: 
Includes .assets used in the gather-
ing, trea~~ent, ! conunercia1 dis-
tribution of water 40 50 . 60 

·( 

nnual 
asset 

gu1del ine 
repa fr 

allowance 
Percentaqe 

2 

·- -··-( 

15 

16. 5 

16. 5 

1.5 

( ) 



Ilf D!I 

Accelerated methods 
Account (s) 
Accounting practices 
Accrual equation 
Action of the elements 
A.dditious 
Administrative and general ezpeuditures 
i\ge -
Annual accrual (depreciaticn-accrual) 
lUDaal depreciation accrual. deter~ination of 
Annual depreciation rate determination 
Anticipated cnangeover 
Approximation 
Asbestos-cement pipe 
Asset depreciation range (ADR) 
Average age 
Ave.rage gross salvage 
A-verage life 
Average net salvage 
Average realized life 
Average remaining life of survivors 
Average service life (lives) 

Average service life estimates 
Average ser•1ice life veighting 
Average service lives~ ty~ical 

B 

Base for depreciati~u charges 
Book ccst of g~oss depreciable ~lant 
a·oo Jc depreciation reserve 
Book reserve 
Buildings 
B11lleti.a F 

c 

Capitalized interest during ccnsttuction 
cast iron pipe 
Categories of vater utility plant 
c~aracter 
Class life asset depreciation range (CLADR) 
Cl~ss life (CL) systeM 
Classes of utility Ftoperty 
Clearing accounts 
Collecting and i~pcunding resex~cirs 
Comsunicaticn egaipment 

Page 

19 
4, '5 
iv,12 
30,3(. 
4 
18,28 
3 
6,13.14,31 
24,25,26 
24.29,3·0 
25,30 
4 
31 
s . 
20.39 
6,.,8,33 

' "-6 .10 
I 4,23 
18,38 
30 
iii.iv,2,4, 
5,7,8,9,10. 
11,1s.16.1s. 
23.24.25.26. 
28.3).33 
4 
16 
iii. I I 

3 
30 
30 
17 
9 
I 9 

3 
5 
2 
q 

20,::!J .22,.23 
20.21,22,23 
5 
2 
I I 
I I 



composite 

construction costs 
continuinq property account (reco~ds) 
cost 

cost of labor 
Cost of organizing 
cost of removal . 
cost of service 

Damages 
Dall (s) 
Decay 
Oefini tions 
oepreciatle plant (property) 

Depreciation 

De~reciation accounting 
Depreciation acc~ual 

D 

Depreciation accrual, determination of annual 
Depreciation accrual and rate determination 
straight-line remainin g life met!cd 

Depreciation accrual, recording of 
oepreci~tion base 
Depreciation dete~~ination, aanaal 
Depreciation, Federal income tax 
Depreciation practices for small gas and 
electric utilities 

Depreciation practices for s~all telephone 
utilities 

Depreciation rate(s) 

Deureciation rate calculation~ 
-oe~reciation rate equation 
Depreciation rate, §i1:.;Jlig_ht-line 

-· ·· -- ···remainlng- 1.ffe --· 

Oepreciation rates for Si11all vatEl:­
utilities, typical 

Depreciation reserve 

Engineering 
Zngineering, Ccmmittee on 
Engineering esti !!ates 
?n·~ ineeri ng judg :iien t ( s) 
!!quipment 
~sti~at~ of future conditions 
!sti~ated net salvage 

14 I 

s,1s;1s,24, 
25,28,32 
3 
23 
2,3,13,J7, 
2 I , 22 , 2 IJ , 3 a 
3 
3 
12, 21 
2 

3,12 
9,31J,JS,36 

" I 
3,6,.7,19,21, 
24,26,.29,30 _ 
1,2,3,9,19 
22,23,21J,29 
29,32 
,,,7,24,26, 
29,.30,31,32 
24 

33 
l2 
3 
25 
f 9 

iv 

ii.i 
1,2,s,13~21 
21J,25,26,27, 
30,32 
23,25 
30 

-·· 33 

II 
12,17,29, 
30,31 

3 
v 
4 
9,1~,)4 
3 
4 
2, 14 

( 

- - ( 

c 



Exhaustion 
Expected li.fe of the su.rvi vors 

? 

Federal income tax depreciation 
Fire mains 
torced relocations 
Forecast of life span ~ethod 
eo:cevocd 
P .ra nchises 
Fi:eqaency curve 
?unction 
Put.are effect 
Future net salvage 

Galleries and tunnels 
General expenditures 
General plant 
Gross additions 
Gross depreciable plant 
Gross plant 

Gross salvage 

Guideline life 

Hydrants 

Inadequacy 
Individual item of plant 
Injuries an~ damages 
Insurance 
Intangible t:lant 
·rn terest 
Interest !~ring const:cuction 
Interi~ !d1itians 
Internal ~~v~nue Code 1954 
Iova cur7=:!s 

Judgment :netllcd 

Lahoratoc7 equ~p3en~ 
Labor, cost of 

G 

11\ 

I 

J 

L 

Lake, ci1ec and :t~er intakes 

19 
6 

I 9 
q., II 
I 2 
9,33,34 
iii 
3 
6,8 

" " l~r31,33 

It 
3 
II 
37 
24,25,26,30 
15,16,31,32, 
33 
12,13,tti, 
21 ,27 
I 9 

q.,. 11 , 33 

q. 
1' 
3 
3 
3 
3 
3 
9 
1 9 
38 

3} 

I I 
3 
I I 



Land 
Liberalized depreciation 
t.i.f e estim.a tes 
Life s~an or forecast method 

depreciation study 
Life weight 

~ains, transmission and distribution 
~aintenance standards 
~anua.l of def initioas 
:itaterials 
:teters 
~eter installations 
aortality characteristics 
:!or tali ty data 
~ortalit7 dispersion 

Net salvage 

Net salvage esti~ate 

H 

Set salvage, ~u~ping eqoi~ment, 
---av-erag·e-a-n-d-f·u-t-u-r-e1~.-------- ---

Net salvage value, determination .cf 
Net salvage value pumping equi~ment, weighted 
3on.dep.reciable 

Ob jecti•tes of depreciation 
Obsc.lescence 

0 

of=ice supplies and e%penses 
Office :urnitura and equipment 
operating ex;enses 
Original cost 
Other expenses 

:=--....:.::=-:- ot-he:r.::-~u:!l·pi-::ig -:::-p-l ant-

Past experience 
~ast retire!llents 
Percentage of ~lant in se~vice 
Physical appearance 
?lacement of plant 
?lant 
Plant accounts 
Plant iovest3ent 
Paver ~per~ted equ!~~ent 
? ro t: ab 1 e l i : e 
?ublic ·raqui.rements 
Public service 

·:-=-- --. ··- -· ···-- -· . . - . - -- - -· - --

3 
I 9 
Io 

. 4 
iv 
iv 
3 
ci,11,33 
11 
4 
19 
18 

iii,2,12,13, 
14,f6,17,18r 
21,20,30, 
3.1 
I 2 

--f-"1-4---
13 
I 6 
3 

2 
. 4, 19 
3 
11, 33 
2 
3,:21 
3 

- 1 I - ..: . - · ~ - · ~ ·.· - · · 

4 
18 
38 
4 
6 
31 
27,28,30 
2 
I I 
6,8,tO,JI 

3 

( 

- -( . 

( 



; 
( Public utility depreciaticn ~ractices 

Pumping equipment 
l'u.111ping plant 
Purpose 

B 

llealized gi:oss salva_ge 
Realized life a.nd remaining life of· plant 
Reasonableness of final report 

(annual accrual) 
Reciprocal average 
Reciprocal veighting 
Recording the depreciation accrual 
Remaining life 

Reoai.r a.llovance 
Reserve for depreciation 
Reser-Voirs 
Reservoirs and tanks . 
Resolution Re Adoption of Depreciation 

Practices for Small Water Uti.lities 
Retired plant 
Retirement ( s) 

lietixement c11rve 
Retirement ratios 
Revenue Procedure 62-21 
Revenue Procedure 77-10 

s 

Salariesr gener~l of£icers and clerical 
Sa.l7age rates t1~ical fer small 
vater utilities 

Scope 
Scope · of ::ianaal 
·:section 167 
Service ~i!e (lives) 

Service ~~~= esti3ates, average 
Service L~~= ?Umping equip3ent. 
~eighted a7erage 

Ser.vices 
Sho't't li1ed (units) (plant) 
Ssall ~ater utilities 
Source .of supply plant . 
Soan of ·1ears 
Specific-plans cf ~anagesent 
Staff co:nmittee on =ngi.neering 
Steel pipe 
Stores equipil'ent 
Strai;ht-line average ser?ice life ~et~od 

. Straight-line 3ethods 
Straight-line re~aining li!e 

iii,f ,14r18 
11.15,33 
I I 
I 

14 
37 

28 
s 
I 5 
26 
6,7,30,Jlr 
32,33 
2 I ,22r39 
12 
9 
J 1,33 

., 
s 
6,12rf3 
18,27,28 
5 
6 
19,20 
21 

3 

II 
I 
I 
I 9 1 20 r 21 1 22 
iii,~r5r7r 
18,31 
~,7rl0 

15 
Li,11,33,37 
6,13,17 
iiir I 1 I 9 
1 I 
6 
4 
7 

5 
I I, 33 
2r24r25 
19 
2,29,30 



Stub Sarvi~or curve 
structures and imprcvements 
Subac:ccunts 
subcommittee, Depreciation 
Super'Vision 
Supply :aains 
sarvivi.ng glant 
sarviv.or curve 
Survivor curve and related cu:ves 
survivor curve method 

Table o! Contents 
Ta:ir::es 
Test of reasonableness 
Theoretical reserve studies 
Tools, shop, and garage equipment 
Total, annual accrual 
Transfers 
Tr~ns~ission ~nd distritution mains 
Transmission an~ districution Flant 
Trans;ortation ~qui~ment 
Treatment glants 

lJ 

a 
11,33 
~ 

iii;iv,v 
3 
I I 
5 
5,6,7,8 
a 
6 

i,ii 
3 
28 
f 7 
11 ,33 
32 
37 
~,11,33 

II 
II 
9 

45 
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Units of property 
CJseful life 

vintage 

'iater to-eat:nent equie::nent 
~ater t=eat3ent :lant 
;fear and t~a.r 

v 
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